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INTRODUOTORY STATEMENT 


The hearing on the Proposed Marketing Agreement and Proposed 
Orcer for the Philadelphia, Pennsylvania, Marketing Area has been called 
by the Secretary of Agriculture pursuant to the general powers and duties 
conferred upon the Secretary by the Agricultural Marketing Agreement Act of 
1937. This act, which reenacts and emends the Agricultural Adjustment 
Ret: ae eee 8c(3), that "Whenever the Secretary of Agriculture 
has reason to believe that the issuance of an order will tend to effec- 
tuate the declared policy of this title with respect to any commodity or 
product thereof .. ., he shall give due notice and an opportunity for a 
hearing upon a proposed order." Marketing agreements and orders are in- 
tended to. effectuate the policy of Congress as scot forth in the act. ‘The 
policy of the act, together with certain of the powers and duties confer- 
red by the act. upon the: Tee of Agriculture, is set forth in the 
following RECs Ole 


1. Policy of the act and powers of the Secretary thereunder.- 
Section 2 of the Agricultural Marketing Agreement Act of 1937 provides 
that it is the policy of Congress."Through the exercise of the powers 
conferred upon the Secretary of Agriculture under this title, to estab- 
lish and maintain such orderly. marketing conditions for agricultural 
commodities in interstate commerce as will establish prices to farmers 
at a level that will give agricultural commodities a purchasing power 
with respect to articles that farmers buy, eduivalent to the puncooe ane 
power of agricultural commodities in the base period...." 


The act provides that the Secretary may issue orders regulating 
the handling of milk in interstate or foreign commerce, or such handling 
as directly burdens, obstructs, or affects interstate or foreign commerce 
in milk. .Such orders may contain two major provisions among others, these 
being (1) classifying milk in accordance with the form in which or fhe 
purpose for which it is used and fixing or providing a method for fixing 
minimum prices which handlers shall pay for milk in each use class, and 
(2) methods of prorating to producers the proceeds of sales to handlers. 
Two general methods of prorating returns to producers may be provided. 
These are (1) the individual-handler pool whereby producers are paid on 
the basis of the utilization of milk by the handler to whom they deliver, 
and (2) the market-wide pool whereby producers are paid on the basis of 
the utilization of milk by all handlers in the market. Base-rating plans 
may be used in conjunction with either type of pool. 


&e Reasons for calling a hearing on the Proposed Marketing 
Agreement and Proposed osed Order for. for the ai hacelphia, Pennsylvania, Mar- 
keting Area:- The decision to call a hearing upon the proposed mar- 
keting agreement and proposed order ae the Philadelphia, Pennsylvania, 
Marketing Area is conditioned upon tw general bases. The Inter-State 
Milk Producers' Cooperative, together with other organizations of. far- 
mers, formally requested the Secretary of Agriculture to develop a mar- 
keting agreement and order for the Philadelphia market. Representatives 


ill ti 


of producers indicated that certain marketing conditions in the Phila- 
cdelohia milk market were operating to cecrease returns to producers and 
obstruct and burden the. interstate commerce in milk in this market. 
Furthermore, Philadelphia receives much: of its milk from States other 
than Pennsylvania; ‘hence, if marketing conditions warrant, it is a 
market where Federal. regulation is appropriate. : 


Many conferences have been held by the Dairy Section of -the 
Agricultural Adjustment Administration with representatives of the 
producers and handlers operating in the Philadelphia milk market. The 
various ideas and experiences of these groups were brought to bear in 
developing the proposed marketing agreement and proposed order, and 
the document upon which this hearing is being held is the result. In 
addition to the foregoing, there is available to the Secretary and his 
representatives general information indicating the economic position 
of producers in the area supplying milk to Philadelphia, information 
with respect to milk-marketing conditions in this area, and the like, 
which indicate that possibly an order for the Philadelphia milk market 
would effectuate the policy of Congress as set forth in the Agricul- 
tural Marketing Agreement Act of 1937. The proposed marketing agreement 
and proposed order has been Geveloped partly on the basis of such in- 
formation as was available to the Secretary and:his representatives; 
as well as upon the-opinions and experiences ‘of persons operating in 
the market, as noted above. 


Se Purpose of this paper.- This paper is for the purpose'‘of 
bringing together in en.orderly fashion such. facts and information as 
are available at this time with respect to milk-marketing conditions: 
in the Philadelphia milk market and the area supplying it with milk. 

The statement is not to bé looked upon as justification for the pro- 
posal but is to be regarded merely as a paper setting forth information 
which must be considered in developing an order for the Philadelphia, 
Pennsylvania, Marketing Area. The data and information presented here- 
with should be supplemented by additional data and information presented 
at the hearing. It is expected that all parties who are interested in 

2 marketing program for milk in the Philadelphia Marketing Area will 
present information at the hearing which will supplement the information 
already at hand and which will aid in indicating the validity of the 
provisions of the agreement and order or appropriate amendments or 
modifications of them. 


4. Acknowledgments.- A considerable portion of the data used in 
compiling this report was furnished through the courtesy of the four 
major handlers in the Philadelphia market. Additional material was 
furnished by the Inter-State Milk Producers! Cooperative, and the 
Pennsylvania Milk Control Commission, the latter agency cooperating in 
the compilation of part of the data. . 


7 
ee 


ECONOMIC CONDITION OF FARMERS PRODUCING MILK 
FOR THE PHILADELPHIA MARKET 


1. . Farm price and farm income changes since 1929.- The prices 
received by dairy farmers producing milk for the Philadelphia market have 
been subjected to violent changes, which in turn have affected the amount 
of income which they received from the operation of their farms. The av- 
erage farm prices of milk sold wholesale in Pennsylvania, New Jersey, Del- 
aware, and Maryland, in which States the supply area for the Philadelphia 
market is located, declined sharply from 1929 to 1932. Prices remained 
low during 1933, after. which they improved somewhat in these States, but 
failed to reach the levels of 1929. The farm prices per hundredweight of 
milk sold eae in these four States in 1929, 1932, and 1937, were ~ 
as follows:4 - 


Pa. Ney: Dele Mca. 
1929 $2.80 $3.20 $2.90 $3.20 
1932 1.35 eas 1.60 2-00 
1937 215 2.75 gS) Pets) 


Duriue tie penioe, Tromel929 ta L9f2 the prices paid by farmers for 
commodities bought did not decline as rapidly as the prices received by 
farmers for milk, with the result that the purchasing power of milk de- 
clined materially. The index of the purchasing power of milk sold at 
wnolesale by producers in Pennsylvania, New Jersey, Delaware, and Mary- 
Wena in the years 1929 and 1932, taking the index for the year 1929 as 
equal to 100, is as follows: 


Pa. sabe el Del. Ma. 
1929 100.0 100.0 100.0 100.0 
1932 69.1 78 4 79.0 89.6 


As the prices of milk have fluctuated so also have the incomes from 
milk which were received by dairy farmers in these States fluctuated since 
1929. Both the gross and cash income figures as reported by the Bureau 
of Agricultural Economics of the United States Department of Agriculture 
show marked changes during this period. Gross income from milk procuced 
on farms in Pennsylvania, New Jersey, Delaware, and Maryland, had in 1932 
@eclined 39, 31, 39, and 33 percent, respectively, from the 1929 totals. 
The corresponding declines in cash income from dairy products sold from 
farms in these.States for the year 1932 were 39, 32, 39, and 34 percent, 
respectively. Income from sales of milk produced on farms have risen 
since 1933, but in 1935, the last year for which data are available by 
States, cash incomes in Pennsylvania, New Jersey, Delaware, and Maryland, 
Were still below the 1929 totals by 20, ll, 34, and 27 percent, respectivelyie: 


hi See appendix A, table l. 
2/ See appendix A, table 2. 
3/ See appendix A, table 3. 


a. Agencies aiding milk prog@ucers in the Philadelphia market.- 
The States of Pennsylvania and New Jersey have come to the assistance of 
producers in the Philadelphia market by establishing milk control 
boards whose powers include the fixing of prices paid by handlers to 
producers located in their respective States. ‘These boards have co- 
operated in an attempt to stabilize the marketing of milk in the 
Philadelphia market. ‘The State boards have, however,. been seriously 
handicapped. by their limited jurisdictions, neither board. having 
authority to regulate that, milk which moves in interstate commerce. 
This has led to serious price discrepancies. among producers located 
in different States shipping milk to the Philadelphia market. In part 
V, @ more complete statement. of. evidence bearing on the price dis- ~ 


crepancies noted above is given. 


CHARACTER OF THE COMMERCE IN MILK IN THE PHILADELPHIA’ ~: 
| MARKET heed 


1. Interstate character of the Philadelphia market.- The ap- 
preciable proportion of both fluid milk and fluid cream which.is shipped 
into the Philadelphia Marketing Area from States other than Pennsylvania 
makes the commerce in milk in this market interstate-in character. Much 
of the out-of-State milk is mingled with Pennsylvania milk by the handlers 
in the market so that the identity of each is lost in the merketing pro-= 
cesses. . Although the milk originating in Pennsylvenia which is shipped . 
to the Philadelphia-market.does not ectually move in interstate commerce ° 
in the sense that it crosses State lines, it is, nevertheless, ina position 
to "burden, obstruct, or affect" the interstate commerce. in milk in this 
market. The Pennsylvania Milk Control: Commission hes euthority to regulate 
the marketing of this intrastate milk and. is thus in a position to operate 
jointly with the Federal. Government for the purpose of stabilizing conditions 
in the Philadelphia market. 


a. Interstate movements of milk and cream.- The fluid milk supply 
for the Philedelphia metropolitan area is drawn largely from-four States, 
namely, Pennsylvenia, New Jersey, Delaware; and Maryland. - Smell. quantities 
are at times shipped into the market from other States, but these quantities 
make up a negligible proportion of the totel. In 1937, the receipts of 
milk at the Philadelphia metropolitan area by States, and the percentages 
from each, were ag follows; 4/ 


Number of 40- Percent of 


_ State. : quart units __total 
Pennsylvania 5} 50c -069.. fol 
Maryland © 20/9572. os 10.6 
New Jersey 964, 830 ie ie 
Delaware __ 485 , 433 6.6 
Total Bot S052 100.0 


The fluid cream supply. for the Philadelphia Marketing Area is shipped 
from a number of States, as many as 18 different States having shipped some 
cream to the market in the past five years. During the year 1937, six 
States were reported to have ‘shipped cream to the Philadelphia market, five 
of which accounted for practically 100 percent of the total. These five 
States were Pennsylvania, Wisconsin, Maryland, Indiana, end New York. ‘The 
amounts of fluid cream shipments and the percentages of the total coming 
into the market during 1937 from each State wore; 5/ 


op et ng re cpp pyre LS LOL A OOOO COI AED oe Nt a pa Sp enyenepiepeeteenenee ope wisases 


4/ see appendix A, table 4, 
5/ See appendix A, table 5. 


Number of 40- Percent of 

Stato Quart units total € 
Pennsylvania oe 103,448 . ~ 44,4 
Wisconsin 50,930 FBS 
Maryland 54,343 14.8 
Indiana 31,707 13.6 . 
New York :° & . ate Lorca Deon = 
Michigan. . “i Wage A ro DO aiental: aes dia oe 

- Total, gba PreseeOoOn Pie wae 100.0 ie “ 


* Less than 0.1 percent. 


_ The four largest handlers in the Philadelphia narket, whose operations 
account for about.80 percent of all milk -handled, secured 67.9 pereent of — 
their milk supplies for the year 1937 from producers located in the State 
of Pennsylvania. 16.2 percent was secured from Maryland ‘and West Virginia 
producers and 9.2 end 6.7 percents were shipped to them by producers located 
in New Jersey and Delaware, respectively. The percentages of the total ~~ 
supplies of these four handlers which were received from the several States 
in the supply area during 1935, 1936, and 1937 were as follows: 6/ RMS: 


State 1935 1936 1937 
Pennsylvania 65,7 67.3 6769 
Marylend and West Virginia. ° 17a 1bters 16.2" 
New Jersey . be ee} LOWE sees 
Delaware | ; hed. 6 Sea ae 
Total 100.0° ~ L00.0 100.0 


The proportion of out-of—State producers from whom these handlers 
obtained their supplies wes somewhat higher then the corresponding pro- 
portions’ of milk received, the percentages of the totel producers in each 
State being 21.5, Oe4, and 8.5 for Maryland and West Virginia, New Jersey, 
and Delaware, respectively, during 1937. The percentages of the total 
number of producers shipping to the four handlers by States during 1935, 
1936, and 1937 were as follows: 7/ 


State 1935 1936 LIS? 
Pennsylvania 62.5 63.2 64.7 
Maryland and West Virginia 22.4 21.8 al.4 a 
New Jersey 6.8 6.8 5.4 
Delaware ee Saree Oso 

Total 100.0 100.0 100.0 


© 


A lerge pert of the Pennsylvania milk is also mingled with out-of-~ - 
State milk in the marketing process. 


/ See appendix A, tables 6 and 7, 
/ See appendix A, tables 8 and 9. 
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SUPPLY CONDITIONS IN THE PHILADELPHIA MARKET 
| A. General Dporiptionior tye Supply Arce. 


1. Source of supplies.— The area from which the Philadelphia 
market receives its supplies of fluid milk extends into five States, 
namely, Pemsylvenia, Maryland, New Jersey, Delaware, end West Virginia. 
This supply areca extends westward from Philadelphia where it reaches the 
Pittsburg supply area and includes the territory extending northward from 
Philadelphia through the central part of the State to the northern ticr 


,of counties bordering on New York State. It also takes in the southern 


part of New Jersey, all of Delaware, and northern and eastern Marylend, 
es well as a smell section of eastern West Virginia. 


The supply area for the Philadelphia market extends over 360 
miles from thé city of Philadelphia. However, more milk comes from 
within 60 miles of the city than fron any other 60-mile zone. The 
number of pounds end proportion of their total supplies which were 
received in 1937 by four major handlers at city and country stations, 
by 60-mile zones, is shown in table 1. (See also Appendix A, tables 
Pegi 12, end, 13,°). _ 2 


an) legge: of farming in the supply area and relative importance 
of dairying.—- The farmers in the Philadelphia supply area are, for 
the most part, general farmers with some poultry, cash grain, potatoes 
and truck farming along with the dairy enterprise. An analysis of 
data with respect to the importance of income from dairy products as 
compared with other farm products shows that anong the counties from 
which the city of Philadelphia receives its supplies of fluid nilk, 
those counties which are in Pennsylvania show a greater dependence 
of farmers upon dairy income then those which are in other States. The 
percentage of farms deriving more than two-fifths of their total farm 
income from dairying for counties of the Philadelphia supply area is 
Shown in appendix A, table 14. The range of these percentages and 
the simple arithmetic averages for the counties grouped by States are 
shown in table 2, 


3. Size of farms.- The average size of dairy farms in 20 of 
the 54 counties of the Philadelphia supply area falls within a range 
of from 100 to 124 acres. (See table 10, eppendix A.) Ten counties 
Showed average size dairy farms of more than 150 acres. The distribution . 
of the 54 counties by the average size of dairy-type farms in 1930, 
according to the United States Census was as follows: 


Average size of farm No, of counties 
5O to 74 acres re) 
75 to 99 acres aca 
100 to 124 acres 20 
125 to 149 acres a 
150 to 174 acres fi 
175 to 199 acres 3 


Total o4 


id pene 


Table ste Proportion of total receipts of four major € 
Philadelphia handlers which originated in 
specified mileage zones, 1937 


Receipts of four Percent of total 


Mileage, zone — - B: handlers © ; receipts Of Tours 
ae Ee «es ae TE, oe Benno re re 
Miles: - pete poe POUNGS 5 Ween st _ Percent 
0-60 1/ mind: yea WRAS 464600 Nee aan ay Hien 43.8 
61-120 iii’ S ONUROn B47 1 5a a MED ee 
121-180 © andl WEE BEBO ZO ge ETN OO RAT: 
181-240 53,739, 646 7 Ye 
241-800 saw HOR 44,029,982 | SRE: Ube TENG 
301-360» OV 6359 , B66). fey et 
Over 360 ? “etWQ6 767 ¥S41) uae wee 4,8°- 
Total kee 556,391, 265 ee 100.0 


| L/ Imeludés tel «direct shipments oF milk, & small part of which 
were from producers located more than 60 miles from the city of Philadelphia. 


Compiled from data furnished by four major Philadelphia handlérs. 


Table 2.- Range of percentages and average percentage 
of farms in counties of the Philadelphia 
supply area which derive more than two-fifths 
of total income from dairying, by States, 1929 


AAnt a ee Po a ee 
: Percentage of farms in county deriving 


State ' No. of ; more than two-fifths of total income 
; counties | from dairying | ; i ae, 
EO ee Range JN avereeee 
Pennsylvania 30  Wnoecueaies Un TBANO 
New Jersey tees 6S 5 - 36,7 fine 1 40s 
Delaware 3 L.9 im 20.7 33 
Maryland et 23 — 35.6 10.0 * 
West Virginia iad 2 5.9 = 9.3 76 
etn a OR ee eee 


Compiled from United States Census of Agriculture, 1930, 


4, Werket receipts.- Total market receipts of milk at Philadelphia 
end the metropolitan area, as reported by the Bureau of Agricultural Hcon- 
Omics, have shown marked changes since 1929, the first year for which such 
data were collected. (See table 3.) In 1929, 7,433,134 forty-quart units 
of milk were received at Philadelphia and the metropolitan area. Such 
receipts reached their low point of 6,787,631 forty-quart units in 1933, 
and have since increased to 7,431,052 fortyequart units in 1937, a figure 
slightly under the 1929 receipts. : 


Cream receipts at Philadelphia and the metropolitan area have 
declined materially since 1929, receipts in 1937 being 232,820 forty- 
quart units as compared to 394, 856 forty-quart units in 1929. Receipts 
of cream showed some increase in 1937 over 1936, when the low point (of 
record) in receipts (204,962 forty-quart units) was reached. 

Table 3.— Total receipts of milk and cream at 
Philadelphia and metropolitan area, 
1929 .to 1937, inclusive. 


ie Loar i Receipts of milk yes Receipts of cream 
40-GQuart units 40-quart units 
1929 7,433,134 394,856 
1930 7,395,317 ; 393, 029 
1931 ; 7,243,678 333 , 875 
1932 6,838,092 273, 280 
1933 ; 6,787, 631 268,577 © 
1934 6,998, 768 ar ooeacls 
1935 7,065,998 230, 706 
1936 ; 27160157 io 204,962 
1937 7,331,052 | a ‘ig232) 820 


‘ 


ere: I 


Compiled from reports of the Bureau of Agricultural Economics, 


5. Number of producers.— At the present time there are probably 
between ten and eleven thousand producers supplying milk to handlers in 
the Philadelphia Marketing Area. A study which was made by the Dairy 
Section in 1936 showed that there were 9,605 producers delivering milk 
to nine handlers in Jamary 1935. Slightly less than two-thirds of the 
total number of producers shipping to these handlers were located in the 
State of Pennsylvania, but the proportion of Pennsylvania producers 
shipping to all handlers is somewhat greater than this, owing to the 
fact that the leading interstate handlers were included. 


Slightly more than one-fourth of all producers shipping to the 
four major handlers in the Philadelphia market were designated as Grade A 
producers. The proportion of Grade A producers varied considerably with 
distance from the market. Only 14.9 per cent of those who shipped direct 
to the market were Grade A producers, but Grade A producers constituted 
almost half (49.2 percent) of those who shipped to stations within 60 miles 


Se 


of the market. There were no Grade & producers shipping to these ~ - 

handlers from the 61-120 mile zone-but in the next three 60-mile <- - e 
zones, they made ‘up 18.5 percent, 40.0 percent, and 80.6 Vercont.)- sae 
of the total numbers,. respectively. There were no Grade A pro-- 
ducers beyond 300 miles from Philadelphia shipping to'‘any of the 
four major handlers during 1937... (Sée table 4.) 9%... - 


Ai ee 


Table 4.- Average number of Grade A’and Grade BO — t 

producers, per month, shipping to four. . © he 2..iir. 
major Philadelphia handlers, by 60-mile .° 
#20nOs 2ne L957. BQN. Aiea ee 


1 Number (Average) : Percent of total 
are pod By otal a Ao BS Gy otal 
Direct Shippers ; 147: 839 : 986: 14.97! 85.1 10020 
0-60 mile o) PBA 7700 in TBGa ie AG 2 ka So Cae am emer Oona 
61-120 mile : Laos. 1438 le Gs BOO WE, | 00-0 
i2l-180 mile: i 276; 1212.: 1487 {+ 18.5: e115 : 10020 
181-240 mile : 355: 531 | B86 "AO SO SS 60.07 ie OO sD 
241-300 mile 9) 591: jae 733 9: | BORGER IS 4 BOO e0 
301-360 mile } (NS CO ee OU ian mPLOO.O S100. 
Over 360 mile hy i C440) oda: WeEOO, Ot FL00.0 
___ Total Helge. 5600. 7722: syesiEeols 100.0 


Compiled from date furnished by the four major Philadelphia 
handlers. . 


B. Supplies of Milk at the Philadelphia Market 


1. Number of milk cows on farms.—- Preliminary estimates of 
the number of milk cows on farms in the Philadelphia milk supply area 
as of January 1, 1938, indicate increases over 1929 of 9.5 percent in ~ 
Pennsylvania, 21.4 percent in New Jersey, 6.1 percent in Delaware, and 
6.7 percent in Marylend. For the United States as a whole the number 
of milk cows was 11.0 percent higher in January 1938 than in January 1929, 
but this was considerably less than the peak in milk cow numbers reached 
in January 1934 when there were 20.0 percent more milk cows than in | 
January 1929, (See table 5.) ‘The number of milk cows in Pennsylvania 2 
in 1938 was down somewhat from the peek of January 1935, but in New Jersey: 
the January 1938 estimate was higher than in any year since 1929, Cow 
numbers have fluctuated only slightly in Maryland during the last four A 
years and in Delaware have remained unchanged. 


&. Milk production per cow.- Milk production per cow in Pen- 
nsylvania in 1937, according to preliminary estinates, was about the 
same as in 1929, the estimated change being -0.2 percent. Milk production 
per cow in New Jersey was up 2.4 percent but in Delaware and Maryland 
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there was an estimated decline of 5.2 percent and 3.6 percent, respectively. 


For the United States as a whole, production pér cow Was 5.1 percent less 
than in 1929, the greatest decline having been reached in 1934 when pro- 
duction per cow was 12.1 percent lower than in-1929. (See table 6.) 


3. Total production in the States supplying milk to Philadelphia.- 
Changes in the total production of milk in the States of the Philadelphia 
supply area since 1929 have not deen uniform. Production in New Jersey 
had the greatest increase, the 1937 total being 23.2 percent above that 
of 1929. Production in Pennsylvania was 7.5 percent higher in 1937 than 
in 1929, but for Delaware and Maryland there was very little differcnee 


between total production in 1929 and 1937. (Sec table 7.) 


4. Number of producers and average daily deliveries per producer.- 


In recent years there has becn.manifestod 4 strong tendcncy on the part 
of the major handlers in the Philadelphia market to obtain their supplies 
of milk from a fewer number of farmers whose average deliveries per day = 
are higher. From the handlers! standpoint this is a tendency which makes 
for greater efficiency in the handling of milk, as fewer units mean econ 
omies in testing, handling, and record-keeping with respect to the milk 
brought to market. Table 8 shows the number of producers and the average 
daily delivery per producer, for each month during 1935, 1936: and 137 
This table shows a drop in the number of producers delivering to these 
handlers from 8,623 in 1935 to 7,725 in 1937. During this period the 
evernage deliveries per producer, however, rose from 167 pounds a day to 
197 pounds a day. 


Oe Seasonal variation in production.- Milk production in the 
Philadelphia supply area is seasonal in character, greater quantities 
of milk being produced in the summer months than during the winter. The 
demand for fluid milk is, however, much more constant throughout the 
yeare The combination of relativei;; even demand and uneven supply 
results in a considerable scasonal surplus which can not be sold as 
fluid milk. (See part IV.) The seasonal variation in the volume of 
milk delivered to the four major Philadelphia handlers during 1935, 
1936, and 1337 is shown in table 9. In 1937, monthly deliveries ranged 
from 85.30 percent to 118.75 percent of the average 


The seasonal variation in production of 11 dealers in the Phila- 
delphia market by States for the year 1935 is shown in appendix A, 
table 15. This table reveals a somewhat highcr seasonal variation in 
production smong producers shipping from the States of Delaware, Mary- 
land, and Vest Virginia than anong those in Pennsylvania and New Jersey. 
The seasonal verintion of Pennsylvania receipts was from 85.0 to 119.3 
percent, and the seasonal variation of New Jersey receipts was from 
85.5 percent to 117.8 percent. The receipts from the other three States 
ranged from 83.6 percent to 125.8 percente 
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Table 8.4- Number of prodticors delivering to four 
Major Philadelphia handlers and the av- 
erage daily delivery per producer, by 
months, 1935,71956, and 1937 


Month ai Number of producers : Average daily delivery | 
Le Oe Ew Ot i 1 LOR SWE 9 S60 S37 
7 : Pounds : Pounds : Pounds 
Jamary “TOS ETSGGE ewe euesod Aman eanre ule lant itaneD Mit ee 7e 
February nO Voos/ Mite oe eo es trl oL Wee Pies. Oe Aa 
March wh, Oye Com SO LOO MMe tree woo ume NITED! aml 4 om 
April foe aro, oCT Tamera? oadl @ihoorm. se TRE wite: NINE) 
May ey Clee GOL, eee room Mea Toa Le OROONT Airs Bae 
June aptre Oe en Ogre coer sat rate wna SPOTO Nb Aly Boat 
duly ey DOO BU Eooe wee oud Mame Tagua Oia gor met Se 
August. eS SATO Tere Oboe eee aceon Tee ets h LOR Wh Toone 
September ByaGow eo Ion womeOcN ee Mei ee IGE Oat MeN CG 
October se BOL MB ieee, Sao aee SEEN yA Ser RS OED 
November rr By bao 7.950 Ls pid 2 AR AM 1 Ee 168.3 169 
December eee com Me oor ae Fubar eI aut Cloris.) Oem 
Beers {Boos ee 104s reo. Vere Unies gow FM 197 
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Compiled from data furnished by the four major Philadelphia handlers. 


Table 9.— Philadelphia, Pennsylvania: Avcrage daily 
purchases of milk delivered to four major 
handlers and index of seasonal variation 
in sich purchases, “1935, “1936, “and-“19.37 


ree _ Average daily p dai ly purchases Index of see lities Sof seasonal wari Variation 
Month 


Is ss LOSS: tas 956 1937} 1935 1936 S193 We 
Pounds : Pounds ; Pounds ; Percent 3 Percent :° Percent 
Jamuary 1,302, 501! 1,293,192! 1,384, 762 90-41 : 86.54: 90.86 
February + 1,337, 736:1,334,360:1,430,193: 92,86; 89.29: 93,85 
March 1,411,334! 1,400, 799:1,512,096: 97.97 sy L904 ata Ioottee 
April 1,468, 242: 1,477,500! 1,603,222! 101.92 PaaS? Hue LOReaG 
May : 1,696,312: 1,745,894: 1,809,757: 117.75: 116.83! 118.75 
June PEL FAG BOO! Tee 22701, 79S, 987 9 ele Ley. 8B tee 
July : 1,541,775: 1,654, 638: 1,599,063: 107.02: 110.72: 104.93 
August 1 1,574,908: 1,635,512! 1, 589,845: 109.82: 109.45: 104.32 
September :1,446,336:1,572,171:1,537,190: 100.39 : 105.21: 100.87 
October ‘1,317,400: 1,385,874! 1,394,077; 91.44: 92.74 : 91448 
November : 1,219,720: 1,291,138:1,299,999: 984.66: 86.40: 85.30 

December i 1,222,211: 1.319 (915; 1.333.432! 84.84 iy 88655 io Sipe oOm 
Average !1,440,648!1,494,355: 1,523,969! 100.00 } 100.00 | : 100.00 


Computed from data furnished by the four major Philadelphia handlers. 


Table 10 shows the seasonal variation by 60-mile zones of more 
than eight thousand producers shipping to four large Philadelphia handlers 
during 1935. More than twelve hundred producers supplying receiving sta- 
tions in the zone between 121 and 180 miles from Philadelphia showed the 
least seasonal variation of’any group: studied. “the daily deliveries of 
this group reached a high point of 114.2 percent in June of the daily 
average for the year, and a low point of -86.8 percent in November. This 
variation was considerably less than that of direct shippers. Receiving | 
station shippers in the under-60-mile zorie hada narrower seasonal var- 
iation.than direct shippers, and receiving station shippérs in the 181-240 
mile- zone varied.less seasonally in their deliveries than did the shippers 
in the zone between 61 and 120 miles from the market... The seasonal var- | 
iation in the zone from 241 to.300 miles from the market was not much 
greater than in the 61-120.mile area, but beyond 300 miles the variation | 
was extremely wide, daily deliveries in June being 149.7'percent of the’ 
caily average for the year, in the 301-360 milé zone, and-146.8 percent in 
the zone over 360 miles, while December deliveries were 64.4 percent and 
61.1 percent, respectively, of the daily average during. the year. 


6. Producers! associations.- In History Series No. 3, published 
by the National Cooperative Milk Producers! Federation in October NBS EE 
it is stated that organization of dairy farmers in the Philadelphia area 


began 4s early as the 1880's. At that time five associations were operating 


in the area, one in each of the separate milk-producing sections around the 
city. In 1901, the Philadelphia Milk Shippers! Union was organized and 

was incorporated one year later. This "Union" was an attempt to organize 
these separate associations into one group. Delegates of this organization 
mét more or less regularly in Philadelphia to discuss market conditions, 
but very few services were performed for the members. Bargaining with 
distributors still. remained on an individual basis. 


The Inter-State Milk Producers! Association, Inc.;, was organized 
in 1916.and incorporated under the laws of the State of Delaware on 
March 1’¢, 19L7%.% Four months later the association assumed active charge 
of the sale of milk for its members and has continued in that capacity 
since that time. The Inter-State Milk Producers! Association was re- 
organized in 1936 under the Pennsylvania law for cooperatives as the 
Inter-State Milk Producers! Cooperative. A new contract was ‘drawn up 
between the cooperative and the members which gave the cooperative in-: 
creased bargaining power in dealing with the distributors. The present 
membership of the organization is now reported to be about 8,400 farmers. 
The cooperative is purely a price-bargaining organization, and does not 
own or operate any plants. 


_ A number of smaller producers! organizations have been in operation 
in the Philadelphia market during recent years. Certain of. these organ- 
izations operate plants and distribute the milk of their members while 
others operate in the capacity of bargaining organizations. According 
to a survey made by the Dairy Section of the Agricultural Adjustment 
Administration in 1936, this group includes the Chester County Dairy Co- 
operative Association, the Lehigh Valley Cooperative Farmers, Farmers! ° 
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Organization of York County, and the Parmers Cooperative Dairymen's 
Association at Wrightstown, ‘N. J. Another cooperative called the 
Allied Dairy Farmers! Association was organized during the summer 
CEES 3s. 


?. Handlers in the marketing area.- Data secured from the 
Pennsylvania Milk Control Board in 1935 indicated that there were 
29 milk dealers, 19 producer-delaers, 28 peddlers, and 9 milk man- 
ufacturing concerns: (mostly ice cream) operating in the Philadelphia 
milk marketing area. Most of the large dealers and many of the smaller 
Gealers in the market purchased part of their supply from the Inter- 
State Milk Producers! Cooperative, but none of the dealers purchased 
their entire supply from this association. Five dealers who handled 
approximately 85 percent of the total fluid milk in the market also 
handled practically all of the fluid milk which moved in the current 
of interstate commerce. The small dealers received practically all 
of their fluid milk: requirements from producers located within the 
State of Pennsylvania... To: ane | 


To ke ue 
C. Country Stations 


1. Number and ownership.- Improved means of transportation of 


milk have been responsible for a reduction in the number of country 
receiving stations operated by handlers in the Philadelphia supply area. 


The trend toward fewer plants continued through 1937. 


In the year 1935, according to 2 study of the Philadelphia market 
made by the Dairy Section in cooperation with the Pennsylvania and New 
Jersey Milk Control Boards, there were 60 receiving stations operated by 
9 dealers, only 4 of whom operated more than one receiving station each. 
The 4 largest handlers operated a total of 55 stations in that year. ‘The 
number of stations operated by these four handlers, and in active opera- 
tion in January of 1935, 1936,° 1937, and 1938, were: 


January 1935 55 stntions 
i" 1936 51 " 
eens ee ae " 

I" 1938 45 i" 


The Farm Credit Administration summarizes the historical back- 
ground of country-station owmership in the following manner: 


"In this.area, as elsewhere, many of the country stations, especially 
those some distance from Philadelphia, formerly functioned as creameries 
and.cheese factories and were in many cases owned by the farmers. As the 
demands of Philadelphia and the secondary markets increased, meny of the. 
butter and cheese factories were bought by milk dealers and converted into 
country receiving and shipping stations. In most cases the stations are 
now owned by the milk distributors, although in some areas they are still 
owned and operated by the producers. Of the 84 country milk stations in 
the milkshed from which milk was shipped to Philadelphia, 65 were operated 

“by the metropolitan milk dealers. Of these, 57 were owned and operated. by 
four of the large Philadelphia distributors, and 8 stations were owned by 
smaller Philadelphia distributors. The remaining 19 stations were owned 
by creamery companies, cooperatives, and individuals. The Inter-State 
Milk Producers! Association, Inc., the. producers! cooperative bargaining 
association in the area, with headquarters at Philadelphia, neither owns 
nor operates any receiving stations." . 


_ 2 Location and size.- More than three-fourths of the country re- 
ceiving stations operated by the four major handlers in the Philadelphia 
supply area are located within 180 miles of the city. The closing of 
stations during recent years has been mostly confined to those located in 
Close proximity to the market where improved means of transportation have 
made direct hauling more feasible. The number of stations owned by these 


four handlers and in active operation in each mileage zone during January 


8/ John J. Scanlan, Transportation of Milk in the Philadelphia Milkshed, 
Farm Credit Administration, p. 57. 
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of the last four calendar years is shown in table ll. 


The number of receiving stations operated by ‘the four major 
Philadelphia handlers by 60-mile zones in each State during 1937 is 
ssown in table 12. In that year 29 stations which were open at some 


time during the year were located in. Pennsylvania. 


A study of the volume of receipts handled by the 84 stations of 
the Philadelphia market in 1934, which was made by the Farm Credit Ad- 
ministration, revealed that the average number of pounds of milk handled 
ber station during that year was 6,677,381. The range in volumefor the 
entire number of stations was from 1,340,600 to 21,832,614 poynds, the 
most frequent volumes being between 2 and 8 million pounds.2 


The Farm Credit Administration also studied the effect of closing 
recei ving stations over a IJnyear period upon the volume of the remaining 
stations owned by three large handlers in the Philadelphia market. They 
found that the decrease inthe number of stations from 74 to 43 during 
this period was attended by an increase in volume per station from 
D(A eave) oe in 1925, to 8,133,986 pounds in 1934, or an increase of 
42.3 percent.L0 


3. Proportion of market recei ts handled at receiving stations.-— 
About two-thirds of the total receipts of milk in the Philadelphia market 
in 1934 were handled through receiving stations according to the study 
made by the Farm Credit Roncnvor a eae The proportion of milk handled 
through receiving stations by the four major handlers in 1936 and 1937 
was. considerably. greater than this, averaging about 80 percent for the 
two years. (See Appendix A, table 16.) the proportion of producers 
shipping through receiving stations curing 1937 averaged about 87 percent. 
(See Appendix A, table abr eg 


4. Volume of station receipts delivered at Philadelphia market .- 
The proportion of milk handled by receiving stations which is actually 
shipped to market varies in part with the distance of the station to the 
market. Handlers owning more than one station usually ship fluid milk 
from the nearest stations to the market, thus keeping transportation 
costs at a minimum. During the surplus seasons, therefore, a large part 
or perhaps all of the milk from a distant station is made into manufactured 
products and is not shipped to the market as fluid milk. Receiving 


9/ Ibid., page 56 (table 11), 
10/ Tbid., page 61 (table be 
li/ Ibid., page 97 (table Pea 
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Table 11.- Country stations operated by four major 
Philadelphia handlers by 60-mile zones; 
January 1935, January 1936, January 1937, 
and January 1938 


ERE ESSE DES wie. 5 PRS f Sa TE 
stations 
Zone January |‘ January * January ‘ January 
: 1935 LoS , Lec 1938 
Oke OMEGA arses lg kos Ga tae 
sol oomine Be ie ae Cnt ice 
121 - 180 mile . aA VS Le | 11 
181 - 240 mile 3 ) 3 7 4 4 
241 - 300 mile . 4 | 3 | 3 7 2 
501 - 360 mile } i 2 ie Pa) 
Over 360 mile : 3 : 2 : 2 2 


. 
et 


55 Pere tE) Trae ome 


Compiled from data furnished by the four major Philadelphia 
handlers. 
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4 
Table 12.4 Country receiving stations operated by four . 
major Philadelphia handlers by 60-mile zones 
and by States, 1937 
ae Number of stations 
Zone i Pa. | Md. iN. Js: Del} W. Vad Total 
Oe 60 wt Gm $61.0 ho ft ect eel a cael Rs aaa 
Bl cla) mile} 73) 4 Gt > pcan a 
121-180 mile {7 Seto ee he AG ae aT 
Let ys e40"in Vie. oy igs ws aes ee 
Zee cake ee ay eet ae i es ae 
SOIMBED WA Le) Saif) Gian mee feeds ee a 
Over 360 mile 2 - - ee ee 2 
gee ee els i. 6 hee 
Compiled from data furnished by the four major Phila 
delphia handlers. 
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stations handling grade A milk, however, usually ship their entire 


volume of receipts at all times. 


According to a report of the Farm Credit Administration, 63.3 
percent of the milk received in the 0-30-mile zone was shipped as 
fluid milk to Philadelphia, 84.9 percent. was shipped in the 31-60-milc 
zone, 95.0 percent in the 61-100-mile zone, with lesser rclative 
amounts shipped from more distant zonose In tho 400-and-over mile 
zone only 32.3 percent of the milk roceived at country stations was 
shipped as fluid milk to Philadelphia, 12/ 


Se Recoiving station charges.e- Prior to February 16, 1932, a 
receiving-station charge of 23 1 4¢ per 100 pounds on basic milk was made 
by receiving stations in the Philadelphia market. On this date a 16- 
cent receiving station Charge on basic milk became effective, but a 


terminal charge of 6 cents per 100 pounds made the actunl station dif- 


ferential 22 conts in addition to the freight differential. Under the 
Federal Marketing Agreement, a receiving station deduction of 22 cents 
on Class I milk was allowed, but » terminal enarge of 6 cents on direct~ 
howl Class I milk also went into effect, resulting in a not receiving 
station differential of 16 cents per 100 pounds on Class I milk. The 
6-cent terminal charge was later dropped by an order of the Pennsyl- 
vania Milk Control Board and the receiving station deduction became 

16 cents per 100 pounds on Class I milx.13 


By order of the Pennsylvania Millzx Gontrol Board, effective 
October 1934, the charge was reduced to 15 cents per hundredweight for 
Class I milk. Most of the distributors, however, contimucd to charge 
16 cents at stations outside the State of Pennsylvaniae By Order No. 24, 
effective January 1936, a price list was established, by zones, which 
combined the receiving station charge and the transportation differen- 
tial. By Order No. 28, effective October 1936, the board again provided 
a recciving station allowance which wns included in a total location 
differential. The receiving station allowance included in the total 
location differential was 14.6 cents per nundredweight on Class I milk, 
the remninder being made up of n transportation nllowance.e At the 
present time, under Order A-17, the receiving station allowance included 
in total loention differentials is 16 cents per hundredweight for Class I 
milk. Handlers, however, charge 22 cents per hundredweight for Class I 
milk received outside of the States of Pennsylvania and New Jersey. 


Gs Receiving station costs.—- Two studies have been made in recent 


years of the costs of receiving milk at country stations in the Phila- 
delphia supply area, one by the Federal. Trade Commission in October 1934 
and the other by the Pennsylvania Milk Gontrol Board in 19355. ‘The re- 
sults of these studics corresponded quite closely, the former arriving 
at a total operating cost of 13.2 cents per hundredweight and the latter 
study arriving at a total of 14.6 cents por hundredweight, both of these 


12/ Ibid., page 63 (table 13). 
13/ Ibid., pogo 94. 
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figures Seine Beineres Cl. expenses in| ‘connection with field and labora- 
tory expenses -- 


The Bede) Trade. Commission report comments on’ the inclusion of 
_.the expenses. of field men auc ee ee non in fee cost: of receiving 
station operation ' as. follows 
; "There. is erave doubt a as to whether. . - (field men and lebora- 
tory costs) . . . are iy eee cha arges to ee receiving station 
expense. In Connecticut whers distributors have no country receiving 
pia One the costs of field men and grade A laboratory work are borne 
by the a stributors. If there were no country receiving stations around 


Moai tyaolonic: the dis stributors would still employ field men and incur 


grade A laboratory costae te « It should be understood in this connec- 
tion tha eG laperatonn work in question is not even performed at the 
country s ations. . Samples are merely collected there and siipped to 

on eee: where the tests are made » W314 / 


The results of the Federal Trade Commission study are shown in 
table 13. It will be noted that this table shows the important tendency 
for costs to vary with the volume of recciptse Thus among the eight 
smallest sta wtions, costs (cxclusive of field and laboratory aeoenes) 

averaged 19 ‘conte. per hundredwot ght, while the cost of operation of the 
largest station studied wns 8.5 cents per hundredweight. 


_D. Transportation of Milk 


1. Truck and rail transportation.- The major portion: of the milic 
receipts.for the Philadelphia market is transported by truck, the tendency 
being for shipments from the nearest zones to be transported in this 
Manner, while the milk from the more distant zones tends to Be shipped 
by pa tl a 


About pRe tite OTethe receipts of milk at Philadelphia were ship- 
ped directly to city plants in 1934, “according to a report made by the Farm 
Credit Administration, 15/ The Te two-thirds of the Philadelphia supply 
came through country recciving stations. 


The changes which have take on place with respect to the tran nsporta- 
tion of milk in the Philadelphia market, are described in the report of 
the Farm Credit Administration: 


iethods of trans sporting milk and the race agencies employed 
have ee radically since about 1920, not only in the Philadelphia 
milkshed, but in practically nll of the lnreer milksheds. Chief anong 


a 


14/ Federal Trade Commission, Report on the Sale and Distribution of 
Milk and Milk Products, House Teena NOe 387, 74th Congress, 2 od. Session, 
1936, paso page 31. 

15/ Sconlan, John J., Tronsportation of Milk in tho Philadelphia Milk 
shed, Ferm Credit Adminis stration, peu07. 
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these changes are the following: (1) A rapid shift from railroad to 
truck transportation of milk hauled from the receiving stations to the 
terminal markets, (2Y the carrying of milk in tanks instead of in cans, 
(3) the increaged Shipment at carload rates of milk hauled by railroads, 
and (4) the increass im direct hauling of milk from farm £9 city plants 
with the resultant closing of many receiving stations." 8 | 


The total. receipts of milk’at the Philadelphia metropolitan area > 
by rail and truck as reported by the Bureau of Agricultural Economics 
for the Inst five years are shown in table 14. In 1933, the percentage 
of the totel supplies shipped in by truck was 64.1, while in 1937 this 7 
bercentage had increased to 72.6. Table 14 also shows the proportion of 
truck and rail shipments by months during 1937. There is a noticeable 
seasonal variation, the proportion of rail shipments increasing during 
the summer months. 


Table 15 shows the type of transportation from.the receiving 
stations owned. by the four major handlers. by 60-mile zones. Of the 48 
Stations operated in 1937, 26 shipped by rail. Of the 22 stations which 
shipped by truck, 12 were within 60 miles from the city of Philadelphia. 
Only one station which shipped by ‘truck was located beyond 180 miles of 
the city snd none were more than 240 miles distant. 


&e Ownership of transportation equipment.- In 1934 and 1935, there 
were, according to the study made by the Farm Credit Administration, 
42 tank errs which were operated in the market, 36 of which wore owned 
by the denlers and 6 of which were lensed. Truck hauling was largely in 
the’ hands of 11 haulers who operated 70 tank trucks and 7 trucks for 
hauling milk in cans. Ten trucks were owned and Operated by dealers for 
hauling milk from receiving stations. The 11 commercial haulers were 
hauling milk from 33 receiving stations to Philadelphia. Out of 75 
direct haul routes tributary to Philadelphia, only 7 were Operated by 
handlers. At present all railway transportation of mill for the Phija— 
delphia m-rket is in the hands of two railway companics. 


3. Houling charges from receiving stations to Philadelphin.-27/ 
For some time the general practice of handlers in the Philadclphin market 
had been to charge less-than-cxrlonad (lee railroad ean freight rates 
for milk shipped from recciving stations to Philadclphin. This method 
of besing charecs was originally used because most of the stations were 
small and shipped their entire milk receipts to the market in Cans by 
train. Later, it became the practice ih: handlers to ship to the market 
only the amount needed ‘for fluid consumption and the method of basing 
charges was changed so that 1.c.1. deductions were made on only the 
proportion of milk actually going into fluid consumption. The increasing &) 
size of the stations and the introduction of now means of transportation 
permitted hrndlers to ship at lower than the l.ec.l. rates which they were 
charging producers. 


a 


16/ Ibid., page 1. 
17/ Ibid., page 67 to 95, 
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Table 14.- Receipts of milk at the Philadelphia market by rail and truck, 
by years, 1933 to 1987; and by months, 1937 and 1938 


s ceca scliDh oT Si asa | tae ee 
eee Receipts in 40-quart units ‘Percent truck 

Period : , eee : receipts are 

aa Patty aos! Truck Total _j of total 

E 193% 2,433, 4662/ 4,354, 1652/ er a Sa ee eee 64.1 
1934 : .2,336,9859/ : .4,661,783 $. 6,998,768 | 66.6 
1935 * 2,066,7102/, | 4,999,286 .: 7,065,9¢8 °: 70.8 
‘ 1936 net ee), Sbeol- —} Sl BB y499~— = 7 GES — a8 

1937 2,000, 424-) + 321,628 §: 97,861,052 \ 7206 
Jamary 157,604 441,264 : 698,868): EFV 
Hebruary  : 141,931 ‘ 406,502 : 548,433 5 Tie 
Mareh 155, 24108): 458,047 ! 613,288 Mai 
April 152,142 2) < 444,128 } 596,270 ! 74.5 
May 194,796: 448,801 : 643,597 : 69.7 — 
June 195,164 438,573  $ GEb,70r. : 69.2 
July 180 , 454 ; 463,462 : 643,916 : W250 
August 167,160 : 451,999} 619,159 : 73,0 
September ! 159,809 432.021 | 591,830 | 73.0 
October 172 O85 6% 453,536} 624,591 : 726 
November 168 , 267 ‘ ASB, 928 3 602,195 : freee 
Decenbe~ henisolty 3 449,367 ! 615,168 ! 730 

1938 
Jamuary 161,644 4 ABR OE sett 605, 607 7363 
February 140,422 410,115: 550 , 537 74.5 


. 


1 Includes 440 from Indiana, 9,367 from West Virginia, and 122 from 
— 3 ? = 


Wisconsin. 


2] Includes 

3/ Includes 

4/ Includes 
Wisconsin. 


5,248 from Virginia. 

25,084 from West Virginia. 

100 from New York, 29,185 from West Virginia, and 1,392 from 
5/ Includes 5,129 from West Virginia 


Compiled from reports of the Bureau of Agricultural Economics. 
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Table (15.- Country receiving stations owned by four major 
: Philadclphia ” handlers by type of transportation 
to market by S0-mile zones in 1935, ails and 
1937 = 


eer renee ester eure fiery ean onhemntinpeicerepeeenr, —_—_— 
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Rene ca oss 1936 1937 1935 |! 1936 su) E19a7 
G.- 60 imdie 15 eu. 12 | ae mt 2 : 2 
l= 120 igen 6 6 3 5 7 a 
Meee | Oto 5 ie is : ee, LE ne 
181 - 240° " © 1 , 1 | : 1 : 3 3 3 
og 300d TR. Lt ae : ce 7 3 
ie S60. Uae 2 aan te ig oa 
Over 360 : Oe ibe ha Reining ae ae 
a ae ae NTIS 
Total Meo) Tey 22 eee 26; ieee 


Compiled from data furnishod by the four major Philadelphin 
handlers. | 
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A study of the history of freight rates has shown thom to be 
relotively inflexible as comparcd with milk’ prices. There were three 
increases in freight rates from 1917 to 1920, but for the next 13 
years, to June 1933, there was little change.18/ In 1933, two reduc- 
tions took places In 1936 the carload 40-quart can rate was equivalent 
to 80 percent of the l.ecel. rate. The rates on cream were 125 percent 
of those on milke The standard tank car rates in the Philadelphia area 
averaged approximately 90 percent of the carload can ratese However, 


special "competitive" freight rates were established for many stations 


in order to mect truck competition. (See Appendix A, table 18.) These 
"competitive" rates were published for certain stations as far distant 
as 261-270 miles. , 


A compilation of railroad milk shipment records made by the Farm 
Credit Administration showed that in 1934 only 5.1 percent of total rail 
shipments of milk to Philadelphia came at l.c.l. rates. The per- 
centage oF all receiving station Class I milk shipped in this manner 
was only 2.5.. From only five receiving stations shipping their milk at 
the lec.l. rate was there any sizable volume of milk shipped over the 
period of a year. 


Studics by the Farm Credit Administration of truck-operating 
costs from receiving stations to the city of Philadelphia, revealed 
wide variation, as would.be expected in view of the differences in 
the character of hauls (topography, volume, distance). The range in 
costs of operating 7 trucks hauling milk in cans per hundredweight- 
mile was from $0.06 to $0.26, the average veing $0.19. The costs of 
Operating tank trucks per hundredweight mile ranged from $0.09 to 
$0.27, the average being $0.14 or $0.05 lower than the average cam 
truck operating cost. 


Ee Supplies and Prices of Feeds 


1. Available supplies of feeds.- No data are available to the 
Secretary of Agriculture as to the current supplies of feed in the 
territory supplying milk to the Philadelphia marketing areca. Some 
indication of avnilable feed supplies for the country as a whole can 
be gnined from the following facts: (a) The feed-grain supply per 
animal unit ss of October 1, 1937, was about 11 percent above the 
1928-1932 average. (b) The disappearance of feed grains was less 
than usval during the last three months of 1937 and the combined 
Janusary 1 frm stock of corn nnd onts per animal unit were about 30 
percent above the 1928-1932 average, indicating very liberal feed 
grain supplies for the remainder of the season. However, part of the 
farm stocks of corn are being held under Government corn loans. (c) 
The 1937 hay crop plus old hay stocks (as of last May 1), indicated 
a supply of hay per animal unit for the current season about equal to 
the 1928-9 to 1932-3 average. (d) Supplics of high protein feeds are 
also liberal. 


18/ There was no chango at all from December 1, 1922 to June 1, 1933. 


Son 


Information and data relative to supplies of feed available in 
the Philadelphia supply area ‘should be introduced at the hearing, 


ae Expenditure for feed,- Prices of feedstuffs during 1937 
averaged somewhat higher than they had been during the three previous 
years.. This was due largely to drought conditions which prevailed in 
the’ summer of 1935, This brought the average price of seven feedstuffs 
up from $25 a ton in May 1936 to $43,322 a ton in April 1937, However, 
by December 1937, prices had returned to more normal levels, averag- 
ing $29.55 a tons > ‘The Monthly average prices of the seven feedstuffs 
Curing 19%, 1935, 1986, and 1937, are shown in appendix A, table oe. 
he index numbers of average feedstuff prices (1935 = 100) by months 


for the four years are as follows: 


1984 LOS5 US a L987 
January 88.0 124.7 84,4 1 Beeb 
February 91.3 LtS5 80.8 13269 
March 94.0 LOSS 80.9 130.1 
Avril esiey | 110.4 82.4 143.1 
- May 84.6 108. buses £B206 137.8 
June BOs 101.4 88.0 123.8 
July Cree Parle) 1143 120.4. . 
August Like 87.4 11 Le6 a5 104.4 
September Lid, 4 84,4 120.9 Stary: 
October 108.5 Stora: oy ens Sif!) 
November Rsk me 8605 125.8 whee 
December Leb ow _ 87.4 133.3 9766 
Average 101.3 LO050 i OG ER otro 


Some indication of the importance of feed costs in various sec- 
tions of the milk supply area can be gained from & study of the average 
expenditures for feed per dairy. type farm. In 1929, expenditures for 
feed per. dairy type farm in counties of the Philadelphia supply area 
were as follows 19/: 

Expenditure for feed per 


State dairy type farm during 1929 
Dollars 

Pennsylvania (average 50 counties) BOs 

New Jersey (average 8 counties) Lewoe ee 

Delaware (average 3 counties) 76), bt 

Maryland (average 11 counties) 673.50 

West Virginia (average 2 counties) 389.55 


The condition of pastures also has an important bearing on avail- 
able feed supplies, inasmuch as pastures are used extensively as a 
source of succulent feed during the Spring, summer, and fall months, 


fia ea arrears cre cope ee oils A ST 


19/ See appendix A, table 0 


ee 


In 1937, pastures were in fairly good condition throughout the supply 
area. Debs are not at hand which would indicate the condition of 
pastures at this time. Information relating to this point should be 
presented at the hearing. ‘ 


_ Available supplies of, and: prices for, feed in the Philadelphia 
supply area have an important bearing upon the reasonableness of prices 
established in a marketing agreement and order for the Philadelphia 
marketing area. Generally speaking, relatively high prices for feed as 
compared to milk prices, over a period of time and unless offset by 
other factors, will tend: to be associated with a decline in milk pro- 
duction. The opposite tends to result if the pries of miligpissnien 
relative to feed costs. 


“The index numbers of prices received vy farmers in Pennsylvania 
and Maryland for milk sold wholesale, corn, and alfalfa hay, are shown 
in table 16, for the purpose of indicatine the relationships between 
prices received by farmers for milk sold wholesale and costs of feed. 
The indexes (1925-100) show that corn and alfalfa hay prices were high 
relative to milk prices during the first seven months of 1937. This 
Situation was reversed in the latter months of 1937 and in January and 
February of 1938 the prices of milk sold wholesale were high relative 
to corn and alfalfa hay prices. 

-F, Sanitary Regulations Applying to the 
Production and Handling of Milk and Cream for Sale in 
the Philadelphia Marketing Area 


The information regarding the sanitary regulations prevailing in 
the Philadelphia market which was obtained by the Dairy Section in its 
1936 survey is restated below. It is expected that any changes that 
have occurred in the market since that time will be brought out at the 
public hearing. 


1. The legal requirements - grade B milk.- "Producers and handlers 
of milk and cream for sale in the Philadelphia Marketing Area are subject 
to regulation by the State of Pennsylvania, by the city of Philadelphia, 
and by the state and municipal authorities of New Jersey in those in- 
stances where producers and handlers of the Philadelphia supply sell milk 
and cream also in New Jersey. 


"Act No. 210 of the Pennsylvania Legislature, approved by the 
Governor July 2, 1935, provides that all milk handlers must secure per- 
mits annually from the Secrétary of Health and that 'permits shall be 
issued only to persons, whose entire milk supply, the farms. where it 
is produced and the milk plants in which the milk or milk products is 
handled, have been approved by the Secretary, and in any cuse in which, 
in his discretion, he shall deem such action necessary for approval, 
inspected by the Secrotary.! 
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"With respect to the inspection of farms supplying milk for 
pasteurization the law provides that 'an accurate report of a sani- 


_ tary inspection on all dairy farms from.which milk is received and 


of the milk as delivered to the milk plant shall be kept on file in 
the milk plant. ‘the sanitary inspection shall be made semiannually 
by en approved inspector at the expense of the applicant for or 
holder of a permit. . ..! 'Milk for pasteurization! is required to 
be from cows determined by physical examination and tuberculin tests 
to be free from communicable disease. Cows are required to be fed, 
watered, housed and cared for in such mamer that the milk will be 
clean. Milking is required to be done ina cleanly manner and prompt 
cooling after milking is necessary under the law. A proper constructed: 
milk house or room, to be used exclusively for handling milk is. re- 
Quired.- 


"A significant feature of this law is that 'milk! is defined as™ 
‘milk, skimmed milk, cream, sour milk, sour cream, buttermilk, and all 
other fluid derivatives of milk, except condensed milk and evaporated 
milk for mamfacturing purposes', The effect. of the provisions of this. 
law with respect to cream is to establish a legal requirement that all 
cream whether used for fluid consumption or for the mamfacture of ice 
cream, must be from approved sources. 


"The State law referred to above, and an ordinance of the city of 
Philadelphia provide a code of sanitary requirements and a system of in- 
spection applying to city milk distribution plants in the Philadelphia 
Marketing Area. | Bi 


"A maximum temperature standard of 60 degrees Fehrenheit is 
established by city ordinance, and the minimum butterfat requirements 
for Grade B milk is 3.25 percent, 


"Now Jersey producers are subject to New Jersey inspection in 
any case where the milk produced is intended for use within the State. 
Milk produced outside of the State intended for use within the State is 
subject to inspection at the source of supply.20/ Inasmuch as certain 
handlers in the Philadelphia Marketing Area purchase milk from New Jersey 
producérs which is at times used in part in New Jersey end in part in 
the marketing area, a substantial number of producers supplying milk to 
the Philadelphia Marketing Area are subject to New Jersey inspection. 
The New Jersey State law requires that only healthy persons be employed 
to handle milk, that cows be examined at least once a year by a licensed 
veterinarian, that methods which insure cleanliness be used in milking, 
that stables conform to certain requirements and specifications, in- 
cluding floors of concrete or. other impervious material. <A suitable 
milk house or milk room without any direct. opening to the milking stable 
is required, with approved refrigerating facilities or storege vat. Local 
boards or departments of health, or other bodies exercising the powers 


a a et 


20/ Chapter 131 of the Laws of 1932, as amended by Chapter 243 of the 
Laws of 1933, and Chapter 216 of the Laws of 1935. 


an ln 
thereof, in municipalities where’ thé milk or, cream is to be distributed, 
are given the power to fix the maximum temperature at which the milk shall 


be delivered to the receiving station or milk plant. 


oe "inspected ran! ond Grade AY pasteurized milk.- "By a resolution 
which was passed in 1932 monthly physicel examination of employees and ~ 
monthly inspection of herds was: required for the distribution. of. raw. milk 


in the city of Philadelphia, » 


. "An order of the State Secretary of Health which became effective 
July 1, 1932, set up the standards for production of 'Pasteurized Milk’. 
Cows must be free from communicable disease and must be examined. by a . 
veterinarian at least once during the year for which a permit is issued - 
for the sale of milk. Bacteriological analysis of the milk is to be © 
made at least once each week, showing ‘the bacteria count of the milk be- 
fore and after pasteurization, and a report of such analysis is to be 
made monthly to the Secretary of Health. The order states that 'every 
effort shall be made to obtain a milk supply for pasteurization which 
will give a standard plate count of not more than 200,000 per cubic 
centimeter or a direct microscopic count of not more than 800,000 per 
cubic centimeter'. Pasteurized Grade A milk is required to have a stan-’ 
dard plate count of not more than 30,000 per cubic centimeter previous : 
to delivery. Sb : : 


"The New Jersey Milk Control Board in Order No. (+14 (February 20, 
1936) prescribed Grade A milk, standerds as follows: ‘The totel solids — 
mast be not less than 12 percent; butterfat, not less than 3.5 percent. 
All sanitary regulations of the New Jersey Depertment of Health shall 
be met. The temperature must be reduced to 50° Fehrenheit within 60 
minutes, except that morning's milk need not be cooled if delivery is 
made to a receiving station before 8 A. M., stendard time. Semianmal 
exémination of cows by a veterinarian is required, and cows must be 
tuberculin tested. For pasteurized 'A' milk the bacteria count must 
not exceed 100,000 before pasteurization or 30,000 after pasteurization. 
For raw 'A' milk, the bacteria count must not exceed 30,000. 


3. Tendency toward uniformity of requirements.— "The above dis- 
cussion of legel requirements demonstrates the variety of requirements, 
often conflicting, to which it is possible for a producer to be subject. 
There are at least two factors which tend to remedy.the evils of the 
situation which arise from the existence of a multiplicity of jurisdic- 
tions. (1) In an area where quelity requirements vary there is a ten~ 
dency for the most stringent requirements to prevail; and (2) the fact 
that the Pennsylvania law places the responsibility for a sanitary milk 
supply so largely upon the milk distributor creates a flexibility which 
permits a more repid extension of the most stringent requirements. 


"As the minimum standards set by the State of New Jersey have been 
more strict then those of Pennsylvania, New Jersey requirements have tended 
to be accepted as the minimum for. the Philedelphia market. Furthermore, 
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as certain municipalities in New Jersey, notably Newark, 21/have requirements 
more severe than those of the State, there has been a tendency for the Phila- 
delphia handlers to enforce Newark requirements upon their producers. As 

the inspection forces of the city of Philaddlphia and of Pennsylvania have 
been too small to inspect many farms, farm inspection is performed largely 
by licensed inspectors in the employ of the dealers.22/ It has been the 
practice of the city inspectors to inspect only such farms as supply raw 
milk to be sold at retail inthe city, their time being occupied largely 

in inspecting distribution rather than production. Bie 9 a vo, 


4. Grade A milk.- "The Grede A idea was introduced in the market 
epproximately 20 years ago, but it was not until 1928 that the first legal 
regulation of Grade A milk was underteken, The law reduired the Secretary 
of State to have filed 2 statement by milk dealers of the specifications 
of Grade A milk. This action, however, did not provide a uniform definition 
of Grade A milk. 


"Order No. 17 of the Pennsylvania Milk Control Board (September 27, 
1934) contains provisions relative to bacteria and butterfat bonuses for 
Grade A milk which are directed toward greater uniformity in Grade A re~ 
quirements. This order provides e bacteria bonus of 40 cents per hundred 
weight for milk having a bacteria count of 10,000 or less and 25 cents for 
milk with a bacteria count of 10,000 to 50,000 during the months May to 
October, inclusive. During the remainder of the year any producer who 
has received a honus three of the preceding six months (at least one of 
which must be July or August) receives'a bomus of 25 cents for milk with 
a bacteria count of 10,000 or less, and 15 cents for milk with a count of 
10,000 to 50,000. Such bomses are paid only to producers delivering milk 
with a butterfat content of 3.7 percent or over and who have a satisfactory 
sediment score. Five bacteria counts are taken monthly, the highest being 
discarded and the average determined from the remaining four. Dealers are 
required to pay Grade A bonuses only on that part of the Grade A milk 
which is actually sold as such.!! 


a a 


21/ Sec "An Ordinance Regulating the Sale end Distribution of Milk, 
Cream and Milk Products in the City of Newark, N. J." (effective July 2, 1931). 
A list of approved sources of.milk and cream for Newark published Merch 16, 
1936, contains 2 receiving stations in New Jersey and 4 in Pennsylvania, op- 
erated by handlers in the Philadelphia. merketing area. . 

22/ In 1935, 11 inspectors were employed by the city. See Report of 
the Federal Trade Commission on the Sale and Distribution of Milk Products, 
April 5, 1935, page 96. ji 
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DEM CONDITIONS: IN THR PHILADELPHIA MARKED 8 fie # 


ee wu ke. Size of .the market.- The metropolitan district of the’: . 
“city! of Philadélphia had. in 1930 @ population ‘of 2,847,148, of - Fas 
which 1,950,961 were within the limits of the city itself.23/ This. . 
district is the third most populous of all the metropolitan dis ae 
‘‘tricts.in the United States, being exceeded in-size only by that... 
of the New York-Northeastern New Jersey district and by the metro-..-. 


- politan district of chicago, “The growth of the Philadelphia market. - 


“is indicated by ‘the growth in the population of the city itself, 
“as shown in the following figures from the United States Census; 


AGare & .* Population | 
1790 28,522 
LESSON ke a ras eat as 
1900 ~ -1,293, 697 
LOTTO: 1,549,008 
ALLO! eh ERELS G79 os 
1930 .1,950,961 


The growth of population in the Philadelphia district 

' necessitated a continual widening ef the supply ares and a generally 
more complicated system.for the handling of the fluid milk supply. 
Additional factors in the widening of the supply area were the 
growth of important secondary markets and the overlapping of the 
supply area with the supply areas of other large metropolitan mar-— 
‘Kets. . In 1930’ there were 14 cities each having ea population of. 
20,000 or more; which were located within the Philadelphia supply 
area or in such proximity to it as. to necessitate drawing part of 
their milk supplies from this erea. These cities with their metro 
politan districts had a total population in 1920 of LeSione 1. 


2. Employment and payrells.— Data regarding employment and 
payrolls for the city of Philadelphia are available up to December, 
1937. The recent recession in business conditions is not fully re- 
. flected in these data. ‘The numbers of applications for relief are 
“reported to have risen sharply during the past few months. 


Tables 17 and 18 show the monthly index numbers of employment 
and payrolls for manufacturing industries in Philadelphia (November 
1931 =.100).. The employment index reached a low point of 75.6 in 
March 1933, rising steadily to a high of 111.5 in April 1937, By 
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coy” Uses. Census, 1930, 
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December 1927, the index stood at 105.1. The index of payroll 
totals reached its lowest point in April 1933, being at that 
Vimeronly 58o7. This tindex had wisen«to 12027 in October 1937, 
falling in December to 113.7. 


3. Cost of living changes.- The United States Bureau of 
Labor Statistics has reported changes in the cost of goods pur- 
cnased by wage earners and lower-salaried workers in the city of 
Philadelpnia for a number of years. Taking the average cost of 
goods purchased during 1923-1925 as being equal to 100, the in- 
dex numbers for June of each year from 1926 to 1937 were as 
follows: : 


Leare Index Year Index 
1926." 104.8 1932 80.4 
TO27 an wLOses 1933 74.9 
1928 ROLO 1934 79.9 
1929 99.2 i9zst/ _g0.4 
VOSOR HN iO 786 19262 S25) 
HOS Le 5 op 89.4? 1937 84.0 
1/ For July 


4. Seasonality of demand for milk.- As is show in section 
III, the demand for milk in the Philadelyhia market is not subject 
to the samé degree of seasonal fluctuation as is the supply. The 
tendency for people to consume more milk during the warm summer 
months is largely offset by the exodus of a large number of people 
from Philadelphia for resort cities. Part of the milk produced in 
the supply area is diverted during the summer to these resort 
communities. 


5. Utilization of milk.- The utilization of the milk re- 
ceipts of the four major handlers in the Philadelphia market from 
January 1935 to December 1936 is shown in table 19. Class I utili- 
gation averaged about 75 percent during 1935 and 1936, with about 
23 percent utilized as Class II (cream) and about 1.5 percent in 
Class III (butter). In 1937 the amount of milk utilized in Class 
I declined somewhat, averaging about 71 percent, most of the dif- 
ference being taken up in Class II which increased to 27 percent .24/ 


6. Business conditions in the Philadelphia Federal Reserve 
District.- The following statements are extracted from the February l, 


ne a nS 


24/ See Appendix A, table 21. 
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Table 19.— Class utilization of ai iic by four major Phila- 
delphia handlers, by months for 1935, 1936 and 


DOB Ce 
Month (Wiewsis ie) Amount in ‘pounds — cori Cad Percent 0 of total ae 
and lass lass lass ‘Class. Class . Class. 

Pearce ae Keema eT gc 
£085... * F 
dams). - 34,782)579 5,370,698 : 224959: 40,377,536 86.1 2 13. Gace oon 
Feb-s : 30,580,882 6,474,352 : 401,363: 37,456,597 81. 17.3) ae Ue Lee) 
Mar. 34,018,014: : »G05 081i 18a 47 : £3,101 G40 77.70: 22.0 1 0, Sage 
Apr. Bo, 47k, 073; 10,275,033 : 301,148: 44,047,254 76.0 2503: 7 1 One 
May 34,074, 97 4: 18,182,913 : 327,791: 52,585,678 64.8 34.6: «64 200s0 
June 33,221,273: 17,896,676 1,361,045 ! 52,478,994 63.3 34.1: 2.6 : 100.0 
Jaly + 34,217,390 12,730, YI6"* 8470821! 4270305 O240e 71 Go cena 1.8% OGse 
Aug. : 33,899,83% 13,815,664 1,106,649: 4g ,822,156 69.4: 2855) 2.5 “ogee 
Sept. : 32,444,511: 9, PISSIIO 1 CSIo Tz). « 43, 390, Ove 74.84 21.4: “3583 1608 
Cotrgne 35,927,911” 6, 502;aGa ¢ 389,079 : 40 839,402 83.1: 16.0: .9:1200.0 
Nove 1 32 383, 374: Me aa aR can 591,586 88.5 Lists) MAeeieoms 
Dec. ; 31,780, 206: 6,002,850 : 105,487} 37988, 543 83.9! 15.8: .9 2100.0 
Total } e a 

1935 + 398,802, 024120, 219, 928 7002, 221 | 526; 024, 183 Gos 8 229s 1568 1000 
1936 ' : E ; ; 
Jan. 33,642,572 6,064,339 : 382,054; 40,088,965 83.9:.15.1: 1-0:+ 100.0 
Feb. 31,718,414 5,646,000 1,332,014: 38,696,428 82.0: 1436.45 3.4u LORD 
Mar. 55,0595 LOC cal 57208775. 642,809: 43,424,771 ° 80.7: 17.8: 1.5: 100.0 
Apr. $2,631,095 11,026,584: 667,336: 44,325,015 73.6 ( p89 1 Se 1000 
May 35, 207,059 17,655,443 1,260,199! 54,122,701 65+ ls 132.6 + 820g OOme 
June : 34,685.005' 18,873, 233 15,079,875: .5ayezen 112 63-5: 34.5: 2.0: 100.0 
July : 35,930,587; 14,656,093: 707,108 } 51,293,788 70.0: 28.6: 1.4: 100.0 
pee) SO ;468, 009515, 976) 5160: we5orane © 50s 72005 881! WL De P22 6 cheno ats 1 0080 
Sept. 34,521, 954°12,403,555 12395681.» «47,1655 14d (Ce) eae «5 : 100.0 
@ct. 34,799,621: 7,190,331 : 972,135: 42 ,962, 087 S14 Oval Gare ee .Gut 100.0 
Nov. 32,498,488: 5,893,810! 341,841 38,734,139 . 83.9) 15.2 so Oe OOO 
Dec. Se ae ee : 886,504: 40,917,365 80.8: 17,1 cour 100.0 
Total } bie ; 

TOSh PAYOR eie 585128, 083,946 3, 767 962 | 547,069 393 05.00 23. 4) 1.6: 100.0 
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Table 19.- Class utilization of milk by four major Phila- 
Gelphia handlers, by months for 1935, 1936 and 
1937. - Continued 


Month Amount in pounds Percent of total 

and : Class Class. Db OLSSS Iew § ‘ace ; Class : Class: Class Total 

eet Peels eae eee eR ER ie oe oe Ont ea 

1937 ye , 
Jan. : 83,682,843 : 8,350,912: 893,856 mes Jats OL: (17895) Ge) OL eee Orne 
Bebe): 29,508,778. -: 10,109,926: 626,692 : 40,045,396 : 93.2: 25.2: 1.6: 100. 
Mar. 132,910,501 “? 12,882,923 1,131,543 ! 46,874,967 | 70.2: 27.4 :. 2.4: 100.0 
Apr. i 32,796,582 : 14,071,824 1,228,252 : 48,096,658 : 68.2 | 29.0" .12-5 2 LO0s0 
Mey =: 54,848,412 : 19,666,071 1,587,973. : 56,102,456 ! 62.1! 35.1-! 2.8 $100.0 
June {$4,400,583 ; 18,001,042 1,417,997 :53,819,682 : 63.9! 33.5 !-2.6 $100.0 
July : 33,981,846 : 13,946,618 1,642,477 149,570,941! 68.6! 28.1: 3.31100.0 
Aug. ‘34,959,130."! 12,611,193 1,714,867 + 49,285,190 -: 70.9 ;  D5t6un0G,5 1Ouus 
Sept. 132,713,751 } 12,913,692! 488,245 :46,115,688 ‘ 70.9: 28.0: 1.1 $100.0 
Gove) 552,466; 28%.) 10,287,077) 4635017 -: 43,216,875 PSI 25.8) lek Veen 
BP irer 120" tsa bi, ObO 4S 71,100 »; 38,999; 9627 480.2) 118.8 +90 4100.0 
Dec. :91,311,538 : 9,566,968 ; 457,893 : 41,336,399 !°75.7! 23.2: 1.4 : 100.0 
Total $ : + ‘ ‘ y 

1937 894,677,441 {149,689,912 12,023,912 556,391,265 : 70.9 ! 26.9 :.2.2!100.0 
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Compiled from data furnished by the four major Philadelphia handlers 
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1938, report of the Federal Reserve. Bank-of-Philadelphia and 
“apely to” Coes bis in ‘the Bee aks Pederal Reserve District29/; 


trae al nobivi ty: in tne Phi ie selon a Federal Reserve 
District declined further in December and continued in early Jan- 
uary at the lowest level since 1935. Cutput of maimfacturing 
and extractive industries showed an additional decrease of 4 per- 
cent, when allowance is made for the usual seasonal variation. 
The December index was 76 as compared with 99 a year ago, 81 
in December 1935 and 74 in the same month of 1934. Nevertheles 
the average rate of productive activity for the entire year. 1937" 
vee 6 -percent. higher-than in 19 280. and the highest. since Ava 
A ak "The walue of. wa iine: contracts away rded during Dedounere 
declined. sharply, -al though for the whole year it was slightly 
‘larger than in 1936. The real estate market genera eat showed 
improvement in the first part of.1937 a Slackened nsidcrably 
in the second half of the year. le 


Sr 16% at petal and wholessle during December failed to 
measure up-to the usual seasonal expectations and were smaller 
than in the same month of the provi lous year. Far the entire year, 
however, sales were largor than in 1936. Preliminary figures for 
Pa retail trade indicate sonic St ase improvement about “he ee oF 
* Tamaary o: sete 


ap See aes. ‘employtiant and. payrolls in eee: declined 
: for: the second month and were smaller than a.year. ago. i-6:% 
‘Early: teports from manufacturing industries indicate further 
declines in January. 


oo "The. burden of public relief ineneaset at the turn of ie 
year largely as a result of industrial conditions, according to a 
report of the Department of Public Assistance for Pennsylvania. 

In December the average number of persons receiving public assist- 


-.. ance through. direct relief, foderal work relief, old age assistance, 


aid to dependent children and pensions for the blind approximated 
1,300,000, or about 13.5 percent of the total population in 
Pennsylvania. " 


EC A per age 


25) federal Reserve Bank of Philadelphia, The Business Review, 
webruary 121928. Sec ADOONCIX Ay stablowco. 


PRICES IN THE PHILADELPHIA MARKET 


1. Farm prices of milk sold wholesale.- The average 
anmial farm prices per hundredweight of milk sold wholesale in 
the States of Pennsylvania, New Jersey, Delaware, and Maryland, 
for the period 1910 to 1935, inclusive, are shown in table 20 

nd in figure 1. The high point of prices in all of these 

States was reached in 1920, prices dropping. sharply during the 
next two years of general economic depression. Beginning in 

1924, farm prices of milk sold wholesale again resumed a gradual 
upward trend, reaching a peak in-1929 of $2.80, $3.20, $2.90, 

and $3.20 per hundredweight in Pennsylvania, Now Jersey, Delaware 
and Maryland, respectively. With the advent of the depression 

in 1929 and 1930, these prices again declined materially, and 
reached a low point in 1932 of $1.35 per hundredweight in Penn- 
sylvania, $1.75 per hundredweight in New Jersoy, $1.65 per 
hundredweight in Delaware and $2.00 per ‘undredweight in Maryland. 
Since 1933 these prices have increased somewhat, but have not 
reached the levels of 1929 and the years immediately preceding. 


2. Class I prices.- Prior to July 1934 it was the practice 
for dealers in the Philadelphia market -to pay producers in | 
accordance with a base-rating plan whereby a producer received 
an agreed upon price for that portion of his milk which was within 
the amount of "base" allotted to him. This basic milk was not 
the same as Class I milk under a classification system, the 
former being computed. on the basis of producers! deliveries during 
a specified period of time, while the latter is based upon the 
handlers' actual sales of fluid milk on the market. ‘Basic milk 
in the Philadelphia market probably represented roughly the milk 
sold by handlers as fluid milk and fluid cream. This is indicat- 
ed by the fact that during certain periods the representatives 
of the producers. and handlers agreed that if more basic milk was 
brought into the market than could be sold as fluid milk and fluid 
cream, tne producers would be paid the basic price for only that 
percentage of their basic deliveries as was sold as fluid milk and 
fluid cream. 26/ 


26/ Producers! bases were established during the period 1922 to 
1934 in the following manner: 
1922 to 1926 - average deliveries during last three months of pre- 


ceding year established producers! bases for a given 
year. 


Table 20.-. Farm prices. per. ina rodeaeee of ‘ali. 
ik | Ome gold: wholesale in: Pennsylvania, - 
_. New. Jersey, Delaware, and Maryland, 
210: to 1957, inglnsive. 


ee 


ere 


Year _ Pennsyive ania i) New Jersey. = pee oe ; Maryland . 
Dollars: per sy “Dollars per ss Dollars per ; Dollars per. 
-hundredveisht | mandredvei ent : fundredvel ght hundreducieht 
1910 PIve5 te 1.80 1570, ieee eee 
1911 ia GO ee eh a iad, WB TGS) iain eae AE Oe. 
1912 Du OSyRa MMOS 77, BO 1.60 Pe. 96) 
1913 ). LOGO Hees jigs Baars wos ST IS 
1914 :. 1360 . a: (Oleh enone) Bee ee 1.95 
1915 DCO aa 13425 1.60 peeleeey 
1916 DJGGiaad is 1.90 1.70 M7200), 
1917 eee | 2.65 2-50 "2.60 
1918 2.95 3.35 3.G05 3.45 
1919 3.20 Spots abs) B20 
1920 BESS: - 155265 Sapo a 0) 
92% NODOR 2.65 BPP 40} ae tot 
1922 eeO a | 8,45 Pie SC RES 
1923 2.650% eas oe ot Bil) 
1924 2.40 2560) 2.60 122.95 
1925 2.60 12.80. 2065 5 0o0s 
1926 2.55 * 2.80 2.65 23.00 
1927 i POcr sais 3.00 2.90 3.20 
1928 ds ; 3.00 2.90 eg 
192 2.80 3.20 2.90 o.28 
1930 pet5es «He. 3.00 2.80 “Pe. OSn 
1931 iiyetay eer 2.40 2.30 2255 
1932 Wy BS) can! dle 75 1.65 2.00" 
1933 BEADS ete | eis O5 Ege. 1.85 
1934 1.95 Dank 1.95 TOR 8 ce 
1935 1.90 2.53 1.90 2.25 
1936 2.00 2.61 2.00 2.30 
1937 2.45: 2.75 2.10 BAS 
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Compiled from reports of the Bureau of Agricultural Economics. 
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The prices of fluid milk by months since Jamuary 1924 are 
shown in table 21. Prior to April 1944 the prices shown in this 
table are basic prices, these being the nearest equivalent to 
the prices of milk used for fluid consumption, prior to the 
establishment of a class-utilization plan in the Philadelphia 
Market. During 1934 and 1935 the price of Class I milk was estab- 
lished by the Pennsylvania Milk Control Board at $2.60 per hundred- 
weight for 3.5 percont milk. During 1936 the price was reduced 
10 cents per hundredweight, and later raised to $2.88 at which 
level it has remained throughout 1937 and the first two months of 
1938, 


3. Class II and Class III prices.- At the present time 
there are three classes of milk cstablished in the Philadelphia 
market by the Pennsylvania Milk Control Commission. These classes 
were first established under official Order No. <8, effective on 


sl hp ie ee 
1927 ~ average deliveries during last three months of 1925 


r 1926 (whichever was higher). 


1928 ~ sum of basic quantities during 1927 and 1926 (or 1925) 
divided by 2. 


1929 - sum of basic quantities during 1928, 1927 and 1926 
(or 1925) divided by 3. 


1930 - sum of basic quantities during 1929, 1928, and Iver. 
divided by 3. 


19S - sum of basic quantities during 1930, 1929, and 1928, 
divided by 3. 


1932 ~ 1931 base contimed in effect. 

1933 ~ 1932 base plus October 1932 production, divided Oy Aes 

1934 (to ~ 1933 base plan production during July and November 
April ‘2) 1933, divided by 3 (increase over 1933 base limited 


to 15 percent) 


1934 (Apr. 2 - avorage monthly quantity of fluid milk "produced by 
to July 18) his herd and gold in fluid form during the two 
Calendar years previous to January 1, 1934." (order 
No. 6, issucd by the Pennsylvania Milk Control 
Board) 


1934 (after - base-rating plan was abolished by Order No. 13 of the 
July 18) Pennsylvania Milk Control Board. 


Table 2l.- 
Dealers! buying prices per cwt. of 3.5% raw milk delivered, f.o.b. city ah 


Fluid milk prices. 


PHILADELPHIA, PENNSYLVANIA 
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October 11; 1936. Under this order the three classes of milk | 
“were I - fluid milk, II - fluid crean and other uses,--and III + 
butter. The prices paid by handlers in the Philadelphia market 
for each of these classes of milk under the Commission's orders 
since November 1936 are shown in table Co i ne ay 


4. Grade A differential.- Official-General Order No. . 
A-7 which became effective June 2, 1937, makes. provision..fora ; 
boms to be paid producers of Grade A milk. This order states 
that "During any month of the calendar year, a producer whose 
milk is resold in the Philadelphia milk marketing area, and 
whose milk has ian average count for the month of 10,000 bacteria 
or less per c.c., shall receive a bonus of..$0.40: per hundred 
pounds; and such producer with an average count for the month of 
over 10,000 but less than 25,000 bacteria per c.c. shall vreceive 
a boms of $0.25 per hundred pounds." 


Oo. Butterfat differential.- The average butterfat test 
of milk received, by months, 1935, has been caleulated for four 
large dealers for whom the information Was available. The 
average test of all milk received (495, 6463987 pounds) was +s 
3.9607 percent. This includes both Grade A and Grade B milk. | 
(See table 23.) The highest average test. by months, was 4.1438 - 
percent in November; the lowest wag 5.7678 percent in July: othe: 
range between the highest and the lowest being 0.376 percent. 


According to the survey of the Philadelphia market made | 
by the Dairy Section in 1936, the average butterfat test of 
Grade B-milk, which was sold in the market; was: approximately 
3.7 percent and that of Grade A milk was approximately 4.2 per- 
cent. The allowance paid by handlers for each 1/10 of one per- 
cent butterfat content above or belo 5.5 percent butterfat on 
all Grade B milk delivered by producers has remained unchanged 
since January 1919. The butterfat differential has been 4 cents - 
per hundredweight for each 1/10 of one percent above or below: 

5.5 percent butterfat.: . 


The butterfat allowance on Grade A milk as established 
by Order No. A-7 is 6 cents for cach 1/10 of one percent of 
butterfat above 5.7. percent. . 


6. Alternative markéts.- . The: main. alternative markets 
for fluid mil: produced in the Philadelphia milkshed are other 
fluid-milk markets and the milk~chocolate manufacturing industry 
located in central Pennsylvania. The Philadelphia milkshed is 
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Table’ 22.-- Class I, Class II; and Class III prices per 
hundredweight 3.5-percent milk, f.o.b. 
‘Philadelphia, established by the Pennsylvania 
-Milk Control Commission from November 1936 
to December 1937. 


en entree eee see A SS SW we nr 


Price per hundredweight 


Month . 
pede Class I Class II Class III 
Dollars ' Dellars - ae Dollars! 
A836 
November 2.88 : 1.76 1.41 
December 2688 Lee ; 1.44 
1937 
January yest s: Lad 1.44 
February 2.88 BT ee) 1.44 
March 2.88 eet) 150) 
April 2.88 A Lisey 
May retest: A sine: 1.36 
June 2.88 1.44 nes Bs 
July R88 1.58 ney 
August 2.85 1.74 1.25 
September 2.88 Le 1.32 
October 2.88 120 1.36 
November 2.88 2.00 1.43 
December 2.88 2.04 1.46 


Compiled from reports in Inter-State Hilk Producers Review. 


.,, Table: 23.:->: Receipts: of fluid milk by a group of 

“handlers. in.ithe Philadelphia area, showing 
the quantity: and percentage of butterfat 
in the milk received, by months 1935. 


~~ Month” 


—- 


Jamary 
February 


March. 


ee 
Tae 
muzact 
September 
October 
November 


December 


Total 


Mile |: Butterfat 
“Pounds “iiiunds 
38,354,786 1;°552,427.59 
35,406, 244 1,422, 679.45 
41,225, 711 1,616 ,957.50 
41,646,784 14 G897,.701.35 
49,161,542 1;908,820.28 
48,997,508 Vy ees 
45,099 , 552 1; 699, 254.10 
45,810,473 1, 769, 504.84 
40,765,527 -1,637,040.03 
38,547,146 1,585,159.32 
34,762, 677 1,440, 501.85 
35,869,042 1,205, 125.74 


495,646,987 


———— 


335 


Average 
.. Butterfat 
est 


3.8629 
“4.0157 
nice 
4.1438 


4.1404 


— 
19,631,089. 


‘3.9607 


Compiled from data supplied by Pennsylvania Milk Control Board. 
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adjacent to and overlaps thé milksheds of New York City, Pitts- 
burgh, Baltimore, Washington, Wilmington and a number of large 
cities in New Jersey and along the Atlantic seacoast. Milk 
dealers in several of these cities are operating receiving 
stations within the area from which Philadelphia draws its milk 
supply. The milk-chocolate industry dravs the major portion 
of the milk produced in Pennsylvania in the 70-120 mile zone 
from Philadelphia. A number of the country receiving stations 
operated for supplying the milx-chocolate industry are approved 
for the Philadelphia fluid-milk mariet,. and during certain sca- 
sons of the year when the Philadelphia milk supply is short, 
denlers operating in the F Philadelphia market receive milk from 
that source. 


it is important that the relationship between prices in 
adjacent and overlapping markets should not be subject to sudden 
changes if stable marketing conditions are to be maintained. 
If for example, Philadelphia prices are too low in comparison 
with prices in alternative markets, there will’ be a tendency 
for milk to be dravm from the normal Philadelphia supply area 
into these alternative markets. If Philadelphia prices are too 
Bven. pn pepo ee tendency will manifest itsclf. 


able 24 shows a comparison of fluid Milk prices at toe 
Piet. Pittsburgh, New York, New Jersey, and Baltimore 
Markets from April, 1934 to February, 1938. There have been 
some changes in the price relationships in these markets during. 
this period. The Pittsburgh price has become relatively higher 
as. compared with the Philadelphia pricc, as has also the price. 
of milk at Baltimore. However, the New York prices were rela- 
tively somewhat lower than they had becn during the greater part 
of the period. New Jersey prices maintained a fairly constant. 
relationship to those at the Philadclphia mances: 


Vice Dise repancies in prices as between Statcs in the 


Philadelphia supply area.- As pointed out in section II, the 
States of Penn Se end New Jersey have established State Milk 
Control Boards, whereas the States of Delaware, Maryland, and 
West Virginian provide no such milk regulation. The Pennsylvania 
and New Jersey Milk Control Boards have fixed the prices which 
handlers must pay to producers for milk in Pennsylvania and New 
Jersey, respectively. Handlers are not and cannot be required 
under the State regulations of Pennsylvania and New Jersey to 
pay these same prices to ers in Delaware, Maryland, and 
eee Virginia. 


Table 24.- 


1934 
April 
May 
June”: 
July 
August: 
September 
October - 
Novomber 
December 

1935 
Jamary 
February 
March 
Hi Spee hel ees 
May oF 
June 
July * 
August -* 


September- 


October: 
November 
December 
Average 
1936 
Jamary 
February | 


Marche f° 


Lesage 
May x 
June 

July 
August 
september 
October 
November 
December 


Average __ 


a oN 


beciered ‘buying prices of Ach 54 Class I milk, 


per ‘hundredwei ght, £2 Obie oats in Philadel-~ 


_ phia, Pittsburg ah, New Youle City, “New Jersey, 
and ae 


Apr: aa 1934 =  Decénmber 1938 . 


Contimied 


nee) Dealers! bayi “baying price of = Q. Class Imilk per cw SiS 
| Philadel-: Ne aoa ltic 
; bia’ ee ‘sburgh. “Mew Tork : Jersey. 8 cis oe oF 
“| Dollars. z Dollars Solas : ‘Dollars. We DOl lame 
eo ee Tes 291 O605 2410 2.38 
ne Cla omy aoe 5 2.91-3.03 Agile 2.38 
Son rong etG 2524 See MAGN PNG, 2.38 
PINS OUR arte el ish at y 3.155-3,305 2. AB. 2.38 
ere eO ke ee eR 3.155-3.305 "245 Zar 
a 8 O0le eg 3.155-3.305 2.45 Cr 
Ope Cacia ea Wii heey = 3.155-3.305 2.45 eee 
i 2, COP ge ano. ag" 3.155-3.305 2.45 27 
ie O0ay eae. os $< 155-3,.305 :- i> 2.45. 2.36 
1 SOs60 ae ooeas Sesh ISAC ONS 2.45 re Bese 
hee NeOy Wd ou? 260 3.155-3.305 2-45, «0 gaere 
iy e600, Fee BAG . 3,155-3.305 2 AG eed po oat 
Spe COn | eet ONG 5.155%. 305 2.45 oso 
race GU 2.48 3.155-3; 305 By Aor cae Eye 
fete OO) auct, axe 3..155~3.305 Cale ape 
hee CO) oi Nee Ose 3.155-3.305 2.45. 2.38 
ecb es . 3,155-3.305 2.45 2.38 
a Oe 1S 3.155-3 +305 2.45 2.38 
Le) 00" | ae B..155-3.305 2.45 : 258 
aay eC aca Bee 3: 3.155-3.305 2.45 ee 
a 2.600 oma 3.15528.305 § “a5 wie 
pee GQ Bag 56155-3305. 2.45 ; 2258 
e208 2.43 3.155-6.305 : 245 4= Bag 
tees OD Beak O6155-5.305 + 2.45 a... Bigg 
ues 50 2.38 295 955-4305 4" 1 ease eae Gees 
2.150" usb °3.155-3.305 °"! - 2.33 i 12588 
EO 2.38 8+ 155-3.505¢ 4: 2:35 be Bee 
a Oe 2, Shy Oe LOOe SG SOSM 6" BIBS Bae 
Wy ee elena Ss166-3:305" ) BISG oy top ge 
Pisa, BOS 2.65 3.28-3.43 ‘t. G25 te hae 
Pe) en SO 2.65 3.00=5.70 7° es 7G ame 
BiG eo05) oe 3:605-3.755 7 2,79 ‘eae 
oes Risen et 5.605-3.755  *« 2,79 Nee 
pee he Soo 3:605-3.755 | 2.79 Oe eon 
SS 2:52 8.31 1-50461 2 sae ee 
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Table 24.- Dealers' buying prices of 3.5% Class I milk, 
-  - ver hundredweight, f.0o.d. ‘city, in Philadel- 

phia, Pittsburgh, New York: City, New Jersey, 

' and’ Baltimore; April 1934 - December 1938 - 


Contimed 
Year | oxi 6 Of 3.5%. Class I milk per. cut. 
ad. ‘Philadel- - : ! . New . Balti- 
month Dias tei | Pittsburg z Tear : Jorsey 1/: more 2/ 
. Dollars , Dollars Z ollars : Dollars ‘ Dollars 
1937 
January 2.88 3.05 oOo Oe OU 2.79 2.90 
February 2.88 AOS 3.605-3.755 2.79 2.90 
March "2.88 3.05 3.605-3.755 Peas) 2.90 
April 2.88 3.05 DOTS, 2.62 2.90 
May. 2.88 3.05 2.755 2.45 2.90 
June — 2.8 3.05 yy ou 2.45 2.90 
July .. 2.88 Weis 2.68 2.855 2.45 2.90 
August |. 2.88 3705 2.68 2.855 2.68 2.90 
September 2.88 3.05 3.034 2.68 2.90 
October 2.88 2.99 3.032 2.76 2.90 
November 2.88 2.99 ° 3.258-3,397 2.76 2.50 
December 2,98 > Seeeips 9910 tN) OG BR 8 gb Bo) 2.76 2.84 
Average ae, Bow Vi ims 64. 2 3.101 66 2.90_ 
1938 ae ves | : 
Jamary 2.88 BO. Naame BIQTOLG {USAFE PON em: MEE S 
February 1 MESSER AT taI9 % OF PB6L SOS FER RTE Gee see 
Marcie: Bima 4 dah Peed , = eee 
April , ome ; 
May 
Junc ee he ; 
July fies Me hc a ead 
August . . 
September 
October 
November 
December , A 
elise 


oe ee tne 


| New Jersey Milk Control Board Order prices: ‘foriares Nos Landaa 02). 
country stations. ¥ 
2/ Tneludes filnid milk and -Tluid cream. 


Compiled from reports of the Bureau of Agricultural Economics, Division of 
Dairy and Poultry Products. 


_A study made in 1935 of prices paid to producers deliver-— 
ing milk to 12 country receiving stations located in Delaware, 
Maryland, and West Virginia revealed thet in that year: . 


1. The average price paid by dealers to-producers at those 
stations for their milk supply was lower than the 
averege price paid to producers delivering milk to 


country receiving stations located the same distance eC alae 


from the market in Pennsylvania. dA en 
2. Dealers generally paid the same price for:milk purchased 
_. from producers in Delaware, Maryland, end: West. Virginia 
end classified as Class I (fluid) milk as they did for 
‘ milk purchased from producers in Pennsylvania and 
_ similarly classified, 


3. Dealers did not pay the same price in the two:areas for 
milk used for fluid cream and for manufacturing pur- 
poses. Prices paid to producers at these stations in 
Delaware, Maryland, end West Virginia for milk used 
for cream and for manufacturing purposes were consider~ 
ably lower than prices paid to producers in Pennsylvania 
for milk classified in like manner. 


Table 25.shows the results of the study of payments made _ 
to producers by certain Philadelphia handlers operating 12 receiv-— 
ing stations located in States other than Pennsylvania and New 
Jersey. This table shows the differences betwéen the amount paid 
to these producers and the amount thet would have been payable 
according to the prices established by the Pennsylvania Milk 
Control Board during 1935. As percentages of the total amount 
paid in each class, these differences amounted to O67 let fend 
e4.6 percent on Class I, Glass IT and Class III milk respectively. 
The total difference amounted to 3.5 percent of the total amount 
paid for the three classes of milk. 


Data available for comparing the peyments to producers 
delivering milk to 3 country receiving stations located in Stetes 
Other than Pennsylvania’ and New Jersey during the period Januery-— 
March 1936 with the same period in 1935 show that the value of 
the differences in payments to producers during the first. three 
months in 1936 was much greater than during the same period in 
1935. (See table 26.) In 1935 the values of the differences in 
payments to producers, per hundredweight, were 4.63 cents in 


ms ie oO 


Table 25.~ Difference between the amount paid by handlers 

. in the Philadelphia marketing area to pro- 
ducers delivering milk to twelve receiving 
stations in States other than Pennsylvania and 
New Jersey end the amount that would have been 
payable according: to the Pennsylvania Milk 
Control Board prices:in 1935 


‘Milk paid for ; Milk paid +: Milk paid 

Item ‘in fluid milk: for in fluid for in other Total 
ee leds er eerroem classi. Glasses oi 
Number of pounds : ‘ i 
delivered : 61,386,967 : 10,427,497: 12,426,335 84,240,799 


Amount poid ‘ $1,419,287.64 ! $139,420.78 $1, 698,652.44 
Difference in 


payments 


<A 
— 
Cl 
co 
it 
ws 
y= 
es 
Oo 
ea cee 


¢ 8 See 85 3. & 59 610,00 


O) 
a 


See 3 


$16,890.52! $-34,356, 


eam erm cm anne 


Difference as 
percent of cmount: 
paid to producers: Wr erets| 


-Se eRaBeerneSe ease enseneueneoeseacas 


i214 «i 342550 «i . Bysee 


Compiled from deta supplied by the Pennsylvania Milk Control Board. 
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Table 26.— Difference between the emount paid by handlers 


in the , Philadelphia marketing area’ to pro-~ | 

ducers delivering. milk to: nine :;receiving 

‘ stations’ in States. other then. Pennsylvenie and 

New Jersey and the amount thet: would heve been 

‘paid’ eecording to the. Pennsyivania Milk Control 
/ Board’ EGC o n° Auer Hae a sia and January- 
MERCI SOUS con i. oe ga pee 


VEEAES Number a Difference inpeyments 
end ; pounds | a 
ae dalivored” pe Total. amdunt. , Amount per- 
RP AL re Pee ald sbe gee ee hn NO ene em 
wo) olters 5 Dollars 
January i | es 
1935. -:: ° 4,790, 249 Pray eee: 0463 
"1936. 4¥ "4,803,105 © oe Golo ed i, RATS 
February , sie Be abn ov 3 
pote te 4,012,157 Pe SS Oboe ce 0684 
1936 eee Ne 8,595.12 obo 4y BO 
March .. oe ges Ff Pind ie 
1935 5,288,302 3,837.67 .0726 
TO SG0 eee 44956..755 ae BoC ee une iee 


Compiled from data supplied by the Pennsylvenia ifilk Control Board. 


nae =| 7 eae 


Januery, 6.84 cents in February, and 7.26 cents in March. In 
1936 the values of the differences in payments to producers, 
per hundredweight, were 7.31 cents in January, 18.94 cents in 
February, end 17.26 cents in March. 


The date presented in tables 27, 28, 29, and 30 show the 
differences in prices paid per hundredweight of 3.5 milk to 
producers in end outside of Pennsylvania. by months during 1937. 
H@ch of these tables compares a pair of stations, operated by 
the same dealer, in the some mileage zone. The Class I differ- 
ential is shown to be constant (6 cents per hundredweight) from 
Merch to December for all four pairs. - The Class III differential. 
is constent (10 cents per hundredweight) from June to December, 
The differential on Class II milk was generally higher than 
on eitner of the other classes. The ranges in the blended price . 
differentiels for each of the four. pairs of stations compared 
_were 5 to 13 cents, 5 to 14 cents, 6 to 11 cents, and 3 to le 

cents per hundredweight. , 
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PROVISIONS OF THE PROPOSED MARKETING a AND 
| EROKOSED ORDER 


+ article T re eintereae 


1. The Philsdelphie merketing area. The proposéd marketing agrec- 
ment and proposed order defines the "marketing areal! as Nthe’ territory which © 
includes all cities, incorporated boroughs, first-class townships, -and com— — 
Imunities or settlements in Philadelphia, Delaware, and Mont gomery Counties, 
Pennsylvenia (with the exception of West Pobtserove, Upper Pottsgrove, Lower 
Pottsgrove, Douglas, .New Hanover, Upper Frederick, Upper'Hanover, and Marl- 
boro Townships in Montgomery, County); the townships .of Tredyffin, Basttown,: 
Willistown, Hast Goshen, West Goshen, Westtown, and Thornbury in Chester — 
County; the townships of Werminister, Northampton, Newton, Lower Mekefield, 
Middletown, Upper Southempton, Lower Southampton, Benselem, Bristol, and: 
‘Falls in Bucks County; end the ares within an airline avareece! of 3 miles 
from the outer limits of such cities, boroug ss, townships,, communities, 
and settlements; Provided, However, thet if the 3-mile airline distance 
covers any part of a: definite Ce ee borough, or settlement, the entire 
peat, borough, ‘or settlement, shell be included in such SN 


The ‘above definition is the same as the Sener nen: Milk Control 
Commission's definition of the Philadelphia market area, . (Area No. 1). 
The marketing area, includes ‘a large ‘suburban and otherwise economically 
connected territory outside the city limits of Philadelphia. Reports secured 
by the. Dairy Section from the four major handlers in the area indicate that 
@ considerable number of delivery routes are outside of the city limits of 
Philadelphia. The numbers of delivery routes27/ reported by tnese handlers 
‘as within and outside the city of Philadelphia are as follows: 


Routes inside the city 1184 

Routes outsidd thé city* “214 
Total Od ake 

* These routes are within the 

marketing eres es defined in 

the proposed rarket ing agree-' 

ment.and proposed orier. 


“2. Person.- "!Person! means any individuel, partnership, or cor=. 
poration, association, or any other business unit." * In the milk industry 
practically all. types of business organization are to be fourid and in order 
that all handlers subject to regulations in 2 milk market be regulated, it 
is necessary that all possible types of business orgenization be specified 
“and the’ proposed. marketing agreement and proposed order be made applicable 
‘thereto. If this.were. not. done, some persons would be exempt from the 
provisions of the proposed marketing agreement and proposed order, even 


“5 er 


2 27/ Wnolesale as well-as retail-routes. are included. 


~ 
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though the cheracter of their business were such that they should be subject 
to regulation, This would causé the regulatory aspects of the proposed mar—— 
keting agreement. and proposed order to be discriminatofy between different 
firms, and it is to obviate this inequitable result that "person" is so de- 
fined as to cover all types of business organization. sap 


3. Producer.— 'Producer! means any person who, in any: month,..: - 
delivers to a handler milk in bulk, which is produced on a farm operated - 
by such person in the States of Pennsylvania, New Jersey, Maryland,:.Del~ | 
eweare, or West Virginia." All of the milk which comes into the Philadel- 
phia market to be sold or distributed as fluid milk is produced in these 
Stetes. While other milk from producers in other States comes into ‘the | 


market in the form.of cream and manufactured milk products, the proposed 


egreement and proposed order does not apply to them bédause they are not 
primarily engaged in producing for the Philadelphia fluid milk market. 
The term "handler" as used.in this definition has the same meaning as is 
given below. a ag eye Ge en Pr Ba ands ae ate. 


4, Handler... "'Handler! means any person wno purchases or receives 
milk from producers, associations of producers; or other handlers, all, 
or a portion of which milk is sold in the marketing area and who, on his: 
own behalf or on the behalf of others, engages in Such handling of milk 
es is in the current of interstate commerce or which directly burdens, 


(obstructs, or affects interstate commerce in milk and its products." 


One. of the major. objectives of this proposed marketing agreement 
and proposed order is to place all handlers on a ‘comparable basis with 
respect to the price they. are required to pay producers for milk sold in 
the several use classes. In order to do this all competitors in the 
market must be regulated to the same degree so that the market operates 


efficiently and losses engendered by unrestrained, unfair competition 


are eliminated. In order that this major purpose may be accomplished 
ell persons involved in the handling of milk and its products must de 
subject to the proposed marketing agreement and proposed order. All 
types. of business organizations .are found in the market, making it nec- 
essary that the definition of.a "handler! be broad enough to include 

all of them so that no provision of the proposed marketing agreement and 
proposed order will be discriminatory with respect to different firms 

or persons. 3 “a ake 


Article II’ - Market Administrator 
1, Selection, removal, and bond.c In ordér that the Secretary can be 


assured that the administration of the proposed marketing agreement and pro— 
posed order is being carried out without bias in favor of or against any 


group in the Philadelphia Marketing Area, it is’ necessary that he appoint 


the agency charged with its: administration. “In: ‘order to further insure 
unbiased administration of the proposed marketing agreement and proposed order, 
it is necessary thet the me. arket administrator, ‘selected by the Secretary, be 
subject to removal oy the Secretary and only by him, For’*further. assurance to 
all concerned of the faithful and honest performance ‘by’ the market administrator 
of his eae the market edministrator is required to execute and deliver to 
the Secretary = bond in ‘such emount as the Secretary pie Rees. with | Panag 
thereon satisfactory to’ the Secretary, © 


ee, | Compensation. ~ The’ Secretary, who dicate! the nareee Administrator, 
should also be the one to determine a reasonable’ compénsation for. the narket 
administrator he selects The market administrator, being necessary-for °° 
the proper adininis fretion of thé proposed ‘markéting agreement and pee 
order, cas. selary is | considered ean’ ete = pase ire ath ieee 


“3. Dities.= the hate i gail atbenee! is’  aarected by aes ‘proposed a. 
agreement end order to; sis: 


a. "Keep such books and ° records as will clearly reflect the trans- 
actions provided for herein, @ and’ surrender: the' same ‘to his successor or : 
to such other person as the: gins ey ben ayes ee 


oy "publicly disclose’ to Handlers suare rian deral unless otherwise 
directed by the Secretary, the name of-any person who, within 2 days after 
the date upon which he is required to perform such acts, has not (a) made 
reports pursuant to article Tr or Oe made FE buen spree to article ye" 


“es revenneiy verify the | informetion conte viet mn the reports ‘sub= 
mitted by handlers." — iin . 


The above are necessarily essential parts of the market administrator's 
duties in order that producers,’ handlers, end’ the Secretary be fully informed 
of the workings of the market. Unless comple te ‘records of the transactions 
of the administrator's office are kept, it is: not possible for the’ Secretary 
to be assured that the proposed agreement and order are effectuating the 
policy of Congress as steted in the Agricultural Marketing Agreement Act of 
Loe PTT eis also desirable that violetors of the: ‘proposed agreement and 
order be made known so that those engéged in-transactions with them will be 
protected. Unless reports of handlers are verified promptly violations of 
the agreement and order mey continue longer than they otherwise would. Meny 
failures to comply with “the provisions: of: the agreement and order will be 
unintentional end ce. n be IE IER Ss eer eis! eae verification of handlers! 

Fooorvs. . oe . 


Article TIT > _ Reports me Handlers 


1. Kinds of reports.- In connection with the panini sereeice of the 
Philadelphia market, periodic reports of both the quantities of milk received 
and sold and the payments made to producers by handlers are necessary. Sec- 
tion 1 of article III provides that "on or before the 5th day after the end 


a 


66.4 
of each delivery period, each handler shall, report to the market administretor, 
in the detail and form prescribed by. the market;administrator, as follows: 


"1. The quentity of milk or cream received at each plant during such 
delivery period which was (a) received from producers, (b) received from. 
handlers or other persons handling milk, or (c) produced by such handler. 


"2. The respective quantities of milk which were sold or used, in-.. 
cluding sales to otner handlers or persons hendling milk, for the purpose. 
of classification oursuant to article IV.!! 


. Section 2 of article ILI provides that "Bach. handler. shall sudmit 
to the market edainistrator, et the request of the narket administrator, 
his producer pay roll, or a report which. shall show for such delivery... 
period and for eaca and every producer (2) ,nis total delivery -of milk. .. 
with the average butterfat test thereof, and. (b)..the net amount of.the . 
payment made to him with the prices, deductions, snd.charges involved.! 


a. Verification of reports.- "In order that. the merket odministrator 
may submit verified reports to the Secretary. pursuant to paragreph 3 of 
section 3 of article II, each handler shall permit the market administrator 
or his representative, during the usual hours of business, to .(a) verify 
the information contained in reports submitted by such handler pursuant 
to this article, ond (pb) weigh, semple, end test milk for butterfat." 


The importence of routine verification of all reports is readily 
understandable in view of the intricate and detailed transactions which 
are inherent in the milk business. Where errors both willful and acciden- 
tal may so readily creep in and effect the returns to producers, successful 
operation of a marketing agreement and order will depend in large degree 
upon the extent to which the market administrator assures himself of the 
correctness of the figures supplied him in the reports and of the correct- 
hess of the sampling, weighing, end, testing for..butterfat of the milk which 
is delivered by producers. Such routine verificetion.is thus necessary for 
the effectuation of the provisions of the morketing agreement end order. 
A paper prepared by the Dairy Section e alyzing the main types of audit 
adjustments which are necessary in administering 2 milk market, is attached 
as an appendix,2? Tree, | . 


Article [Ves Olaesificstion of Milk. 


A general discussion of the basis for having a classified use plan 
fom pricing milk to handlers will be found in appendix B. 


1. History of classification. plans in the Philadelphia market.- 
The classification plan for selling milk to hendlers according to use was 
established in the Philadelphia market in April 1934 by the Pennsylvania 


28/ See aopendix C. 
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Milk Control Board. For e number of years prior to 1934 the Inter-State 
Milk Producers! Association had been selling milk to hendlers on 2 cless~ 
ification basis,: out not strictly on a use-classification basis.22/ 


The classes of milk established by. the: representatives of the 
producers and the dealers were (1) basic milk,-.(2). first: surplus.milk,. °.- 
and. (3) second surolus milk, Basic milk quantities were determined by... 
each producer's production during 2 certain period of time, and the 
total basic quantity represented, as nearly as practicable, the milk 
used by dealers as fluid milk and fluid cream. First surplus milk rep- 
resented a quantity equal to 100 percent over eech producer's established . 
base. Second surplus milk wes all milk produced in excess of 200 percent 
of each producer's established: base. . The. second surplus classification 
was dropped in 1929, and in Mey 1982 4 cream class was established. | 
However, the quantity of milk paid for at the creem price was equal to 
10 percent of the established: basic quentity and was not determined on .. 

a utilizetion basis. . Surplus milk was.milk in excess of the basic quen= » 
tity end the milk paid for at the creom price, on. a 


On Aucust 25, 1933, the Federal Milk Marketing Agreement and 
License. for the Philadelphia Market was made effective. The class=. 
ification of milk set. forth in the Merketing Agreement and HULcenses sae 
was as follows: : ; Sf 2. Buel ede 4 


. Wa) Glass I. milk-shall be 90 percent, of the established .. 
basic quantity, less 10 percent of the monthly production 
of each producer, provided, however, that such deduction 
shell in no event exceed 10. percent of the established 
basic quantity; - : ee 


"(b). Class II milk shall be. the amount of the above deter- 
mined deduction for each producer; end 


N(c) Class III milk shell be the, belence of all milk 
delivered by each producer." <. sat 


- While the above plan may be. called a classification plen,.it dspnoy 
istrictly e classification plan according to use, inasmuch as these. percent— 
ages were set uo as approximations to the usual utilization and therefore 
payments were not mede on the actuel use of the milk. 


On Apri, 1934, Official Order No. 6 approved by the Pennsylvania 
Milk Control Board established eight classes of milk for the Philadelphia 
market. Milk used by dealers wes classified as follows:  ° 


Class I~. i ».. (Fluid milk (Grade Me ; 
ee ire (Fluid milk (Grade B)) -- +... 


“Cless II - | ) | Fluid EE i 


eee ne  EEnAIEEEnAnaenenneneeneneenennennennnanan aaa aa 


peeing tera A A a 


29/ Sce Bartlett, R. W., Milk Marketing in Pennsylvania, The Penn- 
sylvenia State College, School of Agriculture and Experiment Station, 
Bulletin NO. 20s; pa. ae. 


Ye 67 us 


Glass IIA - | Milk chocolate, candies, etc. 


Class IIB - Ice cream and ice cream-mix. 


Class IIC¢ ~ Farmers! pressed cheese and cream cheese. 


Class Ill.~ Butter 


Class LITA ~ American cheese. 


The above classification of milk, with minor adjustments, remained in 
effect in the Philadelphia market until January 16, 1936. . On that date ~ 
Official Order No.. 24 issued by the Pennsyivania Milk’ Control Board estab 
lished nine classes of milk for the Philadelphia market, as follows: 


EE aa ae 


Class 


Class 


Class 


Class 
“Class 


Class 


Class 


(Milk used by handlers, 


| as fluid milk. (Grade A) 
'° (Milk used by handlers’ as fluid milk, flavored milk, 


(creamed buttermilk, etc. (Grade B) 


IA’- 


II- 


ITA- 


ITB. 


LIC 


IIi- 


III#-Milk used by handlers. 


silage a 


Milk used by handlers 
frozen products. 


Milk used by handlers 


Milk used by handlers 
also clean-up class. 


Milk used by handlers 
“cheese, and butter if 


Milk used by handlers 


butter. 


Milx used by handlers’: 


as fluid cream. 


as ice cream mix and similar 


as milk chocolate, candy, etc. 

as condensed milk, soft cheese, 
as farmers' pressed cheese, cream 
sold as butter. 

as American cheese. 


as Tarm separated cream sold as 


Order No. 28, issued by the Commission in October 1936 reduced the 
number of classes to three, viz., Class I ~ fluid milk, Class II - cream 
and other uses, and Class III - butter. ‘These three classes have been in 
effect in the Philadelphia market since that time' and have been found ad- 
equate for classifying the: utilization of all milk handled in the market. 


&. Proposed classification of milk.- The three classes of milk 
as defined in the proposed marketing agreement and proposed order are: 


Class I - All milk which is sold, distributed, or disposed of, 
whether flavored, or otherwise, either as milk or as 
any milk drink, containing more than one-half of one 
percent butterfat. 


Class II - All milk which is sold, distributed, or used other 
than as Class I milk or as Class III milk. 


Class III-All milk which is manvfacturéd into butter, except 
butter used for , the manufacture of ice cream. 


Milk sold for fluid consumotion.in Philadelphia, as has been 
pointed out previously, mst meet rigid health requirements and must 
be produced under conditions which conform to the quality standards 
laid down by the health authorities. Not only mst such milk be of 


these high quality. standards, but it mst also be of a fairly regular 4 
supply to..meet the rather constant demand for it because a fluid milk 
cannot be stored as can other dairy oroducts It must be supplied from. 


areas.near the market.so that. at is eee to the market in all kinds 
of weather and also because of the expense of transporting milk long dis- 
tances. The incltision of: flavored: milk in Class.I is prompted by the 
consideration.-that it is co ee ine She same . eee ee ag fluid milk. 


Milk sold for consumption as cream eet ie de “andl ed on the 
farm under the same strict. senitation: requirements as. are required of milk 
used for fluid consumption. However, cream can be stored for short periods 
of time without deteriorating; and. hence; not quite so even a supply is 
needed for cream as is needed for fluid. milk. ‘Furthermore, tne cost of 
shipping milk as cream is less than the cost if shipped as bulk milk. It 
is the practice in: the market to supplement the supply of. cream from pro- 
ducers in the regular fluid milk supply area by shipments from outside 
producers many of whom are located in other ake ics 


A relatively snall quantity ae oetee erodnean in the supply area is 
made into manufactured milk products, one of which is butter. In order 
to make certain of. a market for this milk.which at: certain times of the 
year cannot: be sold as fluid milk or as creon, it is necessary to set 
up a separate price, placing such milk on a basis of competitive equality 
with milk in Dustor—manuiectur pe NEED 


3. Interhundler and nonhandler_ nee "Mile, snolnnine skim 
milk, sold by a handler to another handler or to a person who is not a 
handler but who distributes milk or msnufactures milk products, shall 
be Class I milk: Provided; That if the selling handler on or before . 
the 5th day after the end of the delivery périod furnishes to the market 
‘administrator a statement, which is signed by the buyer and the seller, 
‘that such milk was used in Class. II. or Class III, such milk shall be class— 
ificd accordingly, subject to verification by the market administrator." 


One of the fundamental objectives of the proposed marketing agreement © 
and proposed order is that all handlers shall vay uniform prices for milk 1" 
according to the utilization of such milk. . The routes of. milk from pro- 
ducers to consumers are so intricate and varied, and the milk passes through 
several handlers so that as a practical necessity the-milk must be class- 
ified at some focal voint in the route. In this way only can the market 
administrator be assured that all handlers are paying for milk according 
to the use which is made of it. For example, the Federal Trade Comnission 
in its report of the investigation in the Philadelphia market stated that: 
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"One Philadelphia dealer was found selling bottled milk to other 
dealers in violation of the foregoing (Pennsylvania Milk Control Board 
fixed prices for sales between dealers both for bottled and bulk mide Velees 
In all, 24,554 quarts are shown by these transactions as having been sold 
at prices less than fixed by the milk control board, the total amount 
accruing to the benefit of the buyers of this quantity of milk being 
$497.29 below the prices they should have paid, according to the milk 
control board." 30/ 


It is clear that if some handlers are able to buy their supplies of 
milk at lower prices they will also be able to resell the milk at lower 
than prevailing resale prices, thus gaining an advantage over their com- 
petitors who pay full vrices according to the marketing agreement and order. 
This provision in the marketing agreement and order is intended to remove 
the possibility that some handlers may gain such an advantage over other 
handlers through interhendler transactions, which would be a factor making 
for instability in the market. 


Most of the interhandler sales are fluid milk sales, so that it is 
reasonadle to presume that all sales unless wroven otherwise are Class I. 
Provision is made, howaver, that if such milk is used as Class II or Class III, 
then the selling handler can, upon submitting proof satisfactory to the 
administrator, pay the Class II or Class III price for such milk. 


Article V — Minimum Prices 


No minimum prices are set forth in the proposed marketing agreement 
and proposed order. Data and information showing what would constitute a 
reasonable and justifiable price schedule should be presented at the 
hearing. 


Article VI - Expense of Administration 


The market administrator mist necessarily incur many expenses in his 
operations; he must maintain a personnel sufficient to (a) compute periodically 
the prices to be paid by handlers to producers, (bd) record and verify the 
sales reports of handlers, and (c) provide for contact work with handlers 
and other parties in the market. 


This provision of the proposed marketing agreement and proposed order 
provides a maximum of $.02 per hundredweight, and if the funds so collected 
appear to be too high, the payments by handlers may be waived or lowered as 
to any delivery period. The handlers are thus assured that the amounts as- 
sessed from them shall be adjusted to the requirements of the market. 


30/ Report of Federal Trade Commission on Sale and Distribution of 
Milk Products, Connecticut and Philadelphia Milksheds, p. 81. 
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Table 2.-- Gross income from milk produced on farms 
_ . in Pennsylvania, New Jersey, Maryland and 
‘Delaware and percentage change since 1929 
for the years 1929-to 19385-.- -. : 


ne 


_. Gross income - ' Pereent change since 1929 
. New-- : ; 


‘ Penna. ‘Jersey oe Mae ee Del. : 


FSO Ssiacan 
eum nwa nepoaanae 


1000 : 1000 1000" 1 1000= ; 
Dollars ; Dollars ; Dollars ;Dollars. ; 
um,o08 | a7, éal Migeiee ee: ot 
123,846 | 27,320 i 23,041 3,957 i+ 5.5, i 4.31 Og eee 
: 101 ,934 : 28,117 1° 19,948 ; 3, 505° : 22.2 -16 +5 : -20.7 -21.0 
80,050 ! 19, 028 1. “45,876 : 2,718 i 36.9 i 231.3 : 3209 i 28.7 

82,867 | 18,810 15; 783 2,483 36.7 : oral Le : 44.0 
' 96,928 , 22,692 i 17,058 | } 2,890 i 26.0  eIeel : -28 .6  _ga.8 
: 105,799 : 24,789 : 18,501 ' 3,048 i-i9.2. : -10.5 ; 2665 Blas 
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Compiled from reports of the Bureau.of Agricultural Economics, 
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Table 3. - Cash income from dairy products sold from farms 


in Pennsylvania, New Jersey, Maryland and Delaware 


and percentag 
Ve29 tO 1335 


Year i Penna. + New 

‘ Jersey 

1000 1000 
Dollars ‘ Dollars 
1929 : 115,609 25,734 ; 
1930 ! 109, 849 25, 376 
1931 : 90,496 ; 21,457 : 
1932 | 70,648 : 17, 534 
1933 ' 72,407 17,366 
1934 ! 83, 766 : BOY 965 ! 
1935 1f 92,037 | 22,972 


ay Preliminar 


Compiled from reports 


Cash income. 


< 


e change since 1929 for, the years 


_.. Percent change since 1929 


Ma. ' Del. iPemmay¢'New. : Md. .: Del. 
‘ me -i Jersey 
Too Pa Locos 7 
Dollars ‘ Dollars ‘ 
BUREN. (BCG 2 9 TEE e Macnee Bacay lS lies - 
19,694 : 3,539 $ ~ 5.0! ~1.4i - 7.5: -Mie 
Leveea ne ore (relat 16.6)" “ota a eee 
Talote | eats “ieedtoe Say.9): a4 eee 
Madey 2099 + = 87,4 aos) oe 
TAGES 2,525 i ee7 0S 21851! 200s oem 
Teteee) Moar eles 2g el)! Ser ole eee 


of the Bureau of Agricultural Economics. 
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Table 15.- Seasonal variation in total receipts of milk 
me ee by eleven dealers operating in the Philadelphia 
Marketing Area, by States, 195 


, are Pees Seasonal variation in receints es 

Month on New ime S peli Aimatekh WLOUEL . ELve 
Sale rrennsyivenia | | Jerse ! and’ W.Va, states - 

| i‘ Percent : Percent ; fFercent  : Percent 
January 90.9 eee ee 8 90.6 
- February | °s | Oe ee eee, Bee eg 92,7 
Diemer 5s oe Gab! Age. tee wwe *! Oe. 5 Q7.7 
April “(ye ee ee Oe ic we ke Rae, oe 102.0 
May - a Peso aes aes Ory cy Lely ete 116.6 
June 119.3 ae aes ee be: Loewe 
aly ie Oe CIES, ea Mei ES Es Ly a 
August ee keh GOL re he. 18850 ; 109.3 
September | Loe ppm Eh de LOB A 100.5 
October 91.9 87.9 94.0 91.9 
November’ Cavum ees | O85, Sil: 87.0 85.5 
December ~° : 85.2 Cl Poesy Tals WS. 6 85.8 
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Compiled from data supplied by the Pennsylvania 
Milk Control Board 
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Table 16.- Milk receipts of four major Philadelphia handlers 
direct at ‘city plants and at country receiving 
stations, by quarters, for 1936 and 1937 


7 ny “Receipts in pounds | . Percent of totel ” 
i '  amecy Satie r ‘Direct ‘Country 
Period city : > Country.a. 2) Total eat Gity: etaos = teed 
aie Dents Stations pe ee 
yogeen Alco. Pe et a oe Oe amet 
Jan. 1 - Mar, 31 - @4,795,9875 | 97 2145209 + Lod, 2TOy164 5 20.0 + ooo 
Apr, 1 -- June 30 | 29, 217-514 123,868,515 +: $53,085,829 ; 19.1 | SO;GRea ogo. 
July 1 - Sept. .30; 30,682,231 .: 118,527;578 ‘ 149,159:809 : 20.5 | ORS OO RO 
Oct. 1 - Dec. 31 : 26,895,868 : 95,717, Yes | 122,613,592 {21.9 | Ye, Moog) 
aS Se rae bo gp OE oy ee i 
Total, 1936 +: 111,541,288" } 435,528,105 : 547,069,893 : 20.4 * YOuGu loom 
19387 A : ¥ : : ; 3 
Jan, 1—- Mar, 31 : 27,998,290 : 101,849,684 + 129,847,974 : 21,6 +  7O5eeene WOge 
Apr. iL = June’ SO » $0,107,665 :; 127,911,071 : 158,088,726 + JOC) 5 Gee 
duly lL — Sept. . 30: 28,080,028 : 116,891,791 : 144,971,819 : 19.4 5  SOpe eam ee 
Meter Dec, Gl 2 sb, eer, 955. 98,264,761 1 Lletyooe, 736": 20.5 . 9 ome One 
Total 1937 oa, 473,938 | 444,917,227 : 556,391,265 : 20.0 80.0 10050 
Compiled from data furnished by the four 
major Philadelphia handlers 
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country receiving station 
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1937 ees 
January my Ore 66, (40° 
February Ue Ok eee ee 
March el, eum os (Les 
April ai Ooo as OG 
May ° : . O48: 6,815 
June ih eee une, oor 
July | 996°} 6,698 
August OTEI Me 70, FOG 
September : ee 40, fee 
October 980 i 6,747 
November 0G" 116,720 
December 2a). 3) 16,696 
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direct to City pl 
“otal Pee: 
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(OTe sg eNapal i: 
ah Ni Ge RCEM EBs 
WAAl 1 B82 
Aer et EO Vbe Ree 
Dee Le fa) 
aes ek aera OM, 
a 694 iS12.95°7 
7 60a LB LTB: 
gee lage 
Par eo lee 
ar mame ina ro 
ese Le. 32 % 


aren months, 1937 
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Percent of 4 total 


ere 


‘Country ry ete bal 
Nevet 1 Oru | 
B68 t ye 0oRd 
B6.85 |. “eoore 
36.68 100.0 
66.79 1 0100.0 
67,79 | 2) sev hO0.c 
87.98 : eo a Crys) 
O05  » nto. 0 
ot WO Ae 
Qivie Ae OAC 
8. be 100.0 
POWs oe ‘ LOG. 
87,68 : L00;.0 


Compiled from data furnished by the four major Philadelphia handlers 


Table 18. - Railroad rates on milk from receiving stations, by railway 
mileage zones, to Philadelphia, and transportation adjust- 
ments provided by Pennsylvania Milk Control Board Order No. 28 


Railway :L.C.L. 46- :C.L. 46- ‘C.L. tank .C.L. tank : C.L.tank ‘Approximate trans- 
mileage ‘quart cans ‘ quart ‘ car rate + car rate ; car rate~.portation adjustment, 
zoné + rate- ‘cans rate- ‘cents per .cents per : cents per:Pennsylvenia M.C.B. 
cents ‘ ‘cents — ‘ hundred- ‘hundred- ‘ cwt."'Com-!Order No.28, Class 
; per phuayer ‘ weight § ‘ weight ‘ petitive": I milk, cents per 
Uhianired- . i; wondred== % ‘com etitive ‘after Apr. hundredweight 
4 PEEEES ‘_weight _ regular 1035 perl F ake 2 if 
Poe eS Sees ee loeecls ae alemr amen re - 
BEES eo. i | SS lal, | Rae aes aes. = 
gi eb. (8s eso. EL eC) eee oR eae 
Nees Otley een Ug Awreiees frcpyaoHe ome Sc - 15.4 
SO Je "20408 lage sens FORE oS ome ~ 18.4 
PE un ae Cie oy tae CO 1 ah Orne tn aikine rm ec 18.4 
Or 80684 Bae 3 gobo: hee 18.4 
71-80 | e168S | 25.29. 6) ABS oma ie Tee i. | leiaamess 18.4 
STOP SS.S7 Se BG. 78. oy eRe Boke Ope ae 18.4 
BELO 6 34.88 | RN. a BAB 2G .Gu | lie 18.4 
ROTO, 04.88 ff UR7 681, YBa sae Balas Se ee 10.4 
Pi20 35.89 | 20.82 “ii keh, Some ecient 2 18.4 
W230 Sh ARGO] 29.52. 826.74 B67 9! | Bape | eae 
ele AO rah eA2 |) 80.84: a! ope, 74 on Wan ee 23.4 
Belet0 - 38.98. BLS BAL ~ - 27.4 
Bh, O40" - | m2 36 -gil geo 07 ea., (PO gee ome ame 27.4 
Pore. AD AO 3 B23: 7 E29 JOT ae ~ a) Pee ts, 27 4 
171-180: 41.46 Ber bee, om ey eee il ROBO". ois 27.4 
181-190: 42.97 84.28 :° 30,25 : - PO Oeaae 27.4 
191-200 : 43.98 85639 SL A0me = - = 27 4 
201-210: - 43.98 35,39 SU aOw - 2 Beee 29.4 
BO eit 6S0) ea FRG. 40 ee co eee a | Al eee ~ 29.4 
Pelgeser 4655] : * BYiAl 8 * ep Ba - zr ~ 29.4 
231-240: 47,02 | Diele 1 AG ee - ~ 29.4 
pals 50) 27.02 Panay 1 aahya es 2 ee eo 20\.4= 
e5le60; 48.53 ‘ 38,93 } 34.88 | - 129 <oueame 35.4 
eol=e70: 49.04 : 39,43 : 34.88 | - 29 Oa aa 35 64 
Pee S Oi A954) BONAR bk GA Wes te 38.4 
Pe e90 50.05), 39504 9, Beaune) - f - 38.4 
SCA Gol eS7). + Ala 4) a7 aye ~ - 38.4 
BeOS ON 2.07 iy Alas 2 ae - - 38.4 
311-320} 52.58 : 41,96 : 37.21 | - ~ 38 64 
821-330 ; 53.08 : 42,47 : 38,37 | - a abe 38.4 
Beleoe0ei 54.10 + 943548 9) 938727) 7 - | oe 38 64 
Gee oot 6460 3 4B Ag A eG ea - - 38 4 
Bele ceOn 65.6, 9 44540. i ego dean Me ~ - Oe A 
ew) Sole) © 44,99 : 39,54 : ~ ~ Be 4 
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" provided’ by Pennsylvania Milk Control Board Order 


Railway, L.C.L. 46- :C.L. 46- 


mileage: quart cans: quart 
zone | mate- ‘cans rate- 
Poenius |. . cents 
t e ¢ i : 
eee tah 3 DE 
Huntire d- ; hundred 
i_weight + weigh 


eriess0: : 56.62 : 45.50 
381-390! BFS »- 45.60 
391-400: 57. 6G.) 46.01 
401-410: . .58.14.:. . 46.51 
411-420: 58.65 +: 47.02 
421-430! 59.66. ! An Se 
431-440) Aone: 48.03 
44] -450) 60.67. | 48.53 
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Railroad rates on milk. from receiving stations, by railway 
mileage zones, to-Philadelphia, and transportation adjustments 


No. 28 
Continued. 


Approximate trans- 
portation adjustment, 
Pennsylvania M.C.5, 


1O.L. tank i0,l.) tank 
‘car rate ' car rate 


: CL, tank 
“cents. per) cents per 


pear rate 
cents per : 


‘ 
’ 
' 
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‘hundred- ‘-hundred- ‘cwt.''Com-: Order No, 28, Class 

‘ weight. ; weight Li petitive! : I milk, cents per 

ee eee ghit ive af tex APP s: nundredweight 
40.70 ag Pai 38 4 
A070 a eae, 28.04 

SSAC FOG oe ae oe 28 4 

wa eesty cloner aati lo 43.4 

tase AU EBG pel mi ABA 

tee eee - rch are 43.4 

eke eee Sah - Ago 
43,02; sar tat : 42d 
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au Applicable to certain specified shipping points only. 


Compiled from Farm Credit Administration preliminary report of a study of milk 
transportation in the Philadelphia supply area, Pennsylvania Railroad Company, 
Local and Joint Commodity Tariff, M. &@C. - 1.0.0. 208, and from Pennsylvania 
Milk Gontrol Board Official General Order No. c8. 
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Table 2l.- Milic epee paid for in slices Clase by: four 2 e 
major Philadelphia handlers, ‘by. States, 1935,’ 
1936 and 1937 


alee enone: 


Amount in pounds . o "percent Onee ote 


Class ; Class Ve Class it ame “lass C s Class Class” AVY” 
ee i Ae ie ee. ‘classes TOL ae a classes 
Pennsylvania: Se! ey ee 
1935 261,613,013; 80,394,196: | 3)484,584! 345,461,769 75.7 1.23.3'120 ‘100:0 
1936 ‘272,781,009! 90,870,343! 4,737,190: 368, 388,544 74.0' 24.7:1.3 100.0 
1937 1261, 209,469; 108,890,497: 7,543,204: 377,643,170 69.2 | 28.9: 1,9 


100.0 

Maryland and: ? : eae | ! 

West Virginia: phe) | 
1935: 67,324,757: 19,368,785: 3,547,667: 90, 241, 208 74.6 | OL eb oo 
1936: 65,686,943: 18,152,930! 2,621,200: 86,461,073 76.0 ; 21.0: 3.0 100.0 
Hos 165,038,952) 20; 870,549 3,568,372: 89,977,859 72-8 | 23.2 | 4.0 


New Jersey: ; : : | : Uae — 
1935! 43,234,880! 8,912,081: - | | 52,146,961 82.9 : 17-1) oe 


1936! 45,586,243! 8,308,521! 1,370,304: 55,265,068 32.5:15.0:2.5 1100.0 
1937: 42,956,981: 7,586,601: 510,997 51,054,579 84.1 :14.9:1.0 100.0 
Delaware: ae 
1935: 26,629,374: 11,544,876: - ; 38,174,250 69.8 | 30.2) aeons 
1936! 26,163,390: 10,752,152! 39,168 36,954,710 70.8 ; 29.1: 1.1 100.0 
1937 | 24,972,059: 12, 342,265:. .401,339% 37,715,663 66.2 ' Bot? s 1. BLO@Ra 
All States: | ; ; 
1935: 398,802, 024 120,219, 938! 7,008,221: 526,024,183 75.8 : 22.9 : 1.3 Ogee 
1936: '410, 217,585: 128,083,946: 8,767,862 547,069,393 75.0 : 23.4 1-6 100.0 
1937: 394, 677, 441: 149,689, 912: 12,023 ,912 556,391,268 70.9 27.00) 2. Ie aaame 


in 
a 


Compiled from data furnished by the four 
major Philadelphia handlers 
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Appendix B -- Classification of hilk 
The -differences in the seasonal variations in deliveries and in 
the uses of milk as Cless I and Class Il meke necessary a pricing plan 
; which will aid in efficient marketing of fluid milk and excess milk, 


The classified price plan hes its origin lergely in the efforts of producers 
ri and hendlers to develop pricing plans that will aid in such efficient is 
marketing of fluid and excess milk. In the Philedelpnia market with the 
cooperative orgenizotion of :producers and the concentration of the hand- 
ling of milk among.a comparatively few handlers an analysis of the 
classified price-plan and the economic basis therefor is pertinent to- 

a consideration of the orice structure for milk. Such en analysis is 
quoted below from a study of milk prices published by the United States 
Department of Agriculture. ash 


"The most importent service rendered to members by bargaining 

cooperatives is that of selling their milk to distributors. . . «+s 
Thus the cooperative stends in the position of being the sole’ sales 

agent of a large number of producers, While the production of milk is 

| usually in the hands of a large number of producers, the output of each 
individuel producer being very smell in relation to the total produced 

| jin the market supply area, the sale of such milk ig placed in the hends 
of a single agency. oh Under these conditions the sale of milk becomes in 
large part 2 collective action and the formulation of sales and price 
policies becomes necessary. 


"The cooperatives, once organized, were immediately faced with 
the problem of selling all the milk of their members. One writer sum- 
marized the problems confrvinting the cooperatives, when they began 
operations, in the following statement; 


- tat that time we were confronted with irregular metnods of buying, 
|; irregular methods of payment, unsatisfactory conditions of weigning or 
measuring, failure to pay on the part of some buyers, and often irregular 
and unfair practices on the part of the producers themselves. ! 3/ 


. "The cooperatives formed during the period of the World Wer and 
' immediately thereafter during a period of rapid. development of milk 

bargeining cooperatives, 4/ apparently bargained with distrioutors for 

: flat prices for all milk. They were successful for a time in securing 

flat prices that they considered satisfactory, probably because of the 


of BE. W. Geumnitz end O. M. Reed, Some Problems Involved in 


Esteblishing Milk Prices, United States Department of Agriculture, DM-< 
pp. 28-31. 

a, "Several cooperatives operate in some markets." 

3/ "Allebach, H.D., ‘Aims and Methods of Collective Bareaining!, American 
Gooperation, 1928, vol. II, p. 185." 
4/ "Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical Bulletin 
No. 179, po. 17-21, U.S. Department of Agriculture." 


high level of prices for milk used in manufactured dairy products, but 
this situation did not long continue. 5/ € 


"In some cases where.it appears that the flat prices established 
by the coaperative were too high as compared to the price of milk used 


> 


in mamafactured dairy products, distributors refused to take the milk of 


all producers supplying them, leaving the producer to seek a market else~ F 
where. 6/ Horner puts the matter thus: ae | hy 
MQuite naturally the flat price was first used because farmers t 


wore not familiar with the conditions of the market. It was when distrib- 
utors began to ask for a lower price because of large amounts of surplus 
that the producers saw,the cquity of a use price basis. ee ol a 

'Thore scems to be no reason why milk should be pought on 2 fiat. 
basis.! tae 


5/ 'Tae heavy European demand greatly increased the price of condensed 
and evaporated milk during the World War- Fiuid-miii:: prices: lagged behind 
prices for the evaporated products from August 1916 Jo April L9l7ee Gece 
the rapidly increasing demand for milk nnd other daisy procucts from Aga? 
to 1920, marketing associations for the most part haa little trouble in 
obtaining high returns under the flat-price system;. but it finally became 
evident that cessation of the war-time demand for condensed and evaporated 
milk had left a large volume of these products for which there was no pro- 
fitable outlet * * * With the loss of profitabie outiets for these products 
a few manufacturers closed their plants and those that continued to operate 
were enabled to do so only by paying producers greatly reduced prices. As 
a result, the producers * * * could not force a rise in the flat-price 
Level while the total demand was below the total supply. Distributors: 
having a relatively 1arge volume of surplus also became dissatisfied with 
the flat-price system because it failed to recognize that a large part of 
their volume had a market value below the average on which the flat price 
was vased.! Bartlett, R.W., Cooperation in Marketing Dairy Products, 
Cieis pp yid—Le. 

6/"'Like othor associations, as soon as we got started in 1917, we 
found that milk producers wore in the habit of allowing production to 
become very uneven and out of balance with demands. The supply would 
often be nearly double the demand and at other times of the same year the 
supply did not equal the demand. This situation was very disastrous and 
many producers had no market at some scasons of the year.' Hough, C.E., 
'Basic and Surplus Milk Classification Policy!, Amcrican Cooperation, é 
LO 2S vol ell be teobs £ 

tai "Horner, J.T., 'A Comparative Study of Various Fluid Milk Marketing 
Plans!, American Cooperation, 1926, vol. TI, D teckel ao 


"perhaps the most fundamental difficulty in pricing milx to distrib- 
utors on a flat-price basis is found in the fact that distributors tend 
to vary widely as regards the proportion of milk sold in each use, coupled 
with the additional fact that, in a market sufficiently large, differences 
in transportation costs per unit of milk and the product equivalent of 
‘such unit .of.milx operate so that the market tends to be zoned and milk 
used for fluid milk must command a price sufficiently higher than that of 
the cream equivalent of a unit of milk to cover the higher cost of ; 
transporting milk in fluid form rather than as cream or other product form. 


'It is rather well recognized that there are marked variations 
among distributors with respect to the proportion of their total sales 
represented by sales of milk in fluid form. An example of this type of 
variation between distributors is set forth in table 11, which shows the 
number of distributors in specified markets classified according to the 
proportion of their total milk sales that was sold in fluid form. in the 
Boston market the proportion fluid-milk sales are of total sales varies 
for particular distributors from slightly above zer® to over 90 percent, 
with six distributors falling in the former category and four in the 
latter. Twenty-one distributors sell over 50 percent while 15 sell less 
than 50 percent of their total sales in fluid form. In St. louis, Mo-., 
Phoenix, Ariz., Richmond, Va., and San Diego, Calif., the range’ is not 
so great as in Boston but nevertheless wide variations exist. 


Tapte. ll. - Number of distributors in specified markets, classified accord- 
ing to the proportion of their total sales represented by 
Clase lL mii 


eo ec A 


ret! Hk. ite + os Total 
: Nember of distributors: who utilized specified mumber 
Pori * ( oR i 
Perio perce é CNAs ae i 
Anat | riod a percentage of their total purchase in. Glass | of dis- 
‘  geovered s : 


"O= 10.0- 20.0- 30.0~,40 060.0780 .0470 .080 .0790 .0-tribu- 
Peres oe sO aoe ee 349.9 59.9 169.9 1'79.9:89.9: 100.0:tors 


Boston, ‘March- eae ! : ; 
ee conor 1924 1 68 Ps Beg Sh Tp -Ba SE aL 4 + oe 
St.Louis ,July, 1934- es : 
es oe a Ts Lebo 2 iy oo ee eee 
Phoenix, ‘Jamary- Te . 
Weer = December 1965 4/ -\° - pale ie Stee Abin tee ts ee ee 
Richmond;June 1934- ae ; ; ; 
epmiay 19G5 wee a Bal id se Se aan. mere 
San Diegofebruary - Paw de : 
Gee December LISS B/- Pm tm elke Lipgenietts toe pagel Lo ane 
eet ere. ac ae es et Fi ee ees aS eee. ee : ‘ 
Continucd 


8/7 "See ch.4. Differences in Sanitation regulations for milk and the — 
‘sevoral products also operate to increase the price of fluid milk relative 
to that of milk used for other purposes, since milk used as fluid milk 
usually has to meet more stringent regulations than milk produced for use 
i prociet form." 


3 f66"s 


Table Ll. - Mamber of distributors in specified markets, classified according to ; 
the proportion of their. total sales represented by class I milk -Cont'd C 


1/ Figures represent percentage of £otal milk purchased during the period March 
to December 1934, except for 5 firms, 1 of which reported for the period April to 
December, 1. August to December, and 3 Narch tor ir aia ¥ 


2/ Figures for 7 mouths for 1 firm, 8 months for another, others for entire year. 


3/ Includes 3 distributors who, while having a significant proportion of the total * 
sales in tho market, produce a portion of the milk they distribute. t 


Compiled from anmal reports of markct administrators. 


"Cooperatives, in bargaining for flat prices, found that two major 
difficulties confronted them. . These were: 


"t(1) If they bargained for a flat price which would closely 
approximate the weighted average of the prices that would tend to prevail 
for milk and the cream and other product equivalent of milk £.0 sberel yy 
(and it probably is e reasonable presumption that they would bargain for 
‘prices somewhat higher than such weighted average), he distributor who on 
utilized a hisher proportion of his receipts in fluid form than the average 
for the market would be placed at an advantage as compared to the distribu- 
tor tho utilized a lower proportion than the average; and 
'(2) Under the flat-price systom distributors who utilized a 
significant proportion of their total receipts in product form tended to 
cut off producers in order to bring their receipts and fluid milk sales 
into closer adjustment, or refused to bargain with the cooperative.! 9 


"Metzger states: 'With the coming of the cooperative association 
to represent the producers, the distributor contimued to use the same 


SD bas a a 
9/ “For example: 

'A dealer under the flat-price system does not want to buy any more 
milk than he needs to take care of his fluid market. Therefore, when 
production increases above what he needs for fluid milk, all sorts of 
metaods are used to cut down the supply. The dealer may tell the farmers 
to hold back a day's supply of milk. The result is that the farmers 
probably scll the milk elsewhere at still lower prices. Or the dealers 
neglect to send a sufficient number of cans to take care of the production. 
Tho farmer, then, has no method, unless he owns his own cans, of getting 
the mil into the market under a cut-price sale. It is a shut-back system 
of handling surplus.!' Bronson, W.H., 'Milk Price Formulas!, American — 
Cooperation, 1925, vol. II, p. 289 'Milk dealers will not agree in advance 
to buy unlimited quantities of milk, at fluid prices that are satisfactory 
to producers. They will pay satisfactory prices for the milk which they 
can sell as fluid milk, if the surplus of producers! shipments can be paid 
for at prices which represent the value of those surpluses.' Hough, C.H., 
IBasic ond Surplus Milk Classification Policy', American Cooperationyeivce, 
TOs fips ao ae 


- 101+: 


e argument for lower prices that he had used for years: That there was so 

much surplus he could not profitably dispose of the milk unless the buying 
price was low. in many markets it was felt that this was often used as an 
argument to place prices lover than they should be. It was proposed that 
the distributor show the producers exactly the quantity he sold for differ- 

* ent uses, and that a basis of payment be arranged according to the quanti- 
by ties of milk sold in each of these classes. The plan is usually known as 
. the classification plan and sometimes as the use plan.! 10/ 


"Tn an effort to overcome some of the difficulties of the flat-price 
system, a system of pricing milk according to the form in which it was sold 
by distributors gradually developed. Apparently the plan was first used 
On an extensive scale in Boston, Mass., Washington, D.C., and Philadelphia, 
Pa-, about 1918. Since that time the plan has been instituted in a large 
number of milk markets. At the present time in most large markets milk 
is sold to distributors on the basis of a.classified-price plan, that is, 
distributors pay different prices for milk depending upon tne form in which 
they sell it. In some markets a rating plan aeve is used in such manner 
that it operates not only as a plan for prorating t« vroducers the proceeds 
of sales to distributors but also as a plon for selling milk to distrib- 
utors. This is accomplished by setting total ratings at about the same 
level as fluid milk sales, and shifting producers omong distributors so 
that the milk each distributor is requircd to pay for at 'basis prices’ 
closcly approximates cach distributor's fluid milk sales. In this manner 
the rating plan also acts as a classificd-price plan under which the dis- 
tributor is charged different prices for milk sold by him in different 
forms. |! 


10/ "Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical 
Bulletin No. 179, p, 48. U.S. Department of Agriculture." 

1l/ "Commonly called the base-rating, basic-surplus, or base-surplus 
plan. Sce sec. III below." 


